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chapter 1 


snupooucriaN 


Lu1 Need for the Study 

Total costs for primary and secondery education in Saskatchewan 
have risen from $188 million in 1970 to $498 million in 1979, and to 
$052 in 1983.1 the rising cost of providing education has increased 
the awareness of property omers, municipal governments and the 
provincial government, of their respective share of etucation costs. 
‘the funding of ebication via property taxes bas been questioned by 
sone; in fact, sone argue that education funding should be totally 
renoved from property taxation. Sane argue that tuition fees should 
bbe levied so those who benefit pay (L.e., those attending educational 
institutions); vaile others suygest that income taxes be used to 
inane education, since it is a better indicator of an individual's 
ability to pay. Property taxes have been called obsolete, unjust, 
regressive and theoretically unsound by some grouper yet, they have 
persisted as a atable revenue source for municipal governments and as 
fone of the major soutoes of funding for education. 

Property omers often balk at increases in the mnicipal and 
school tax mill rates on the grounds that they are rising too rapidly. 
‘these complaints are clearly heard ty local governments, since the 


reeve of mayor can easily be confronted by local r 





dents. Residents 





ccan maintain a tighter control on local. governsent and their taxation 





1 paycation costs are for Grades 1 to 12 as recorded in statistics 
Ccanaday Cat. No. (81-360) a’ (81-220). 








end expenditure policies than they can on provincial or national 
governments. Witness the recent rebellion of California taxpayers 
that culminated in proposition 23, which affected both local. and state 
level expenditures. 

The funding of education has been addressed by several studies. 
One study for the Saskatchewan Association Rural wnictpalities 
(S.A.RM.) has suggested that the eysten is not equitable since the 
taxes paid in support of education by rural residents are mach higher 
than those taxes paid by thelr neighbors in toms and villages.2 
‘These coments and criticisns suyyest the need for a further analysis 
Of the income available to rural taxpayers in Saskatchevan vis-a-vis 
the property taxes paid in suport of education. This study was 
Gesigned to fill this need, 


1.2 Purpose of the study: 
"The purpose of this stuty Ss to review the changing level of 
education taxes collected through property taxes and to examine tow 
property taxes have changed relative to rural land omers* ability to 
pay. More specifically, the objectives of this study are: 
(2) to docunent the increasing costs of elenentary and secondary 
(245) education and the changing mix of federal, provincial, 
and municipal taxes paid in its supports 





(2 to briefly review the principles of taxation and sone of the 
conflicts which exist in alternative taxation sources and 


mechanics 


2 1, wilkinson, "Property Tax in Saskatchenan" (Study prepared for 
S.ATRIM)y 1903) pe She 





(3) to describe major changes that hive occurred in Saskatchewen 
‘with respect to (a) farm structure, and (b) total taxation 
structure and the impact which these changes have bad on Ess 
education costs and revenues 

(®t provide a brief overview of taves paid in support of edo- 
cation for individsal school divisions within the provinces 
ad 


(6) to examine alternative mechanians to estinacability to pay. 


1.3 Mothod of Analysis 

‘this repoct begins with a brief historical overview of the educa 
onal funding eysten for the province of Saskatchewan. Tine series 
data are used to explore past intecrelationships between major 
variables, such as farm ince, farm real estate valves, education 
taxes levied cn property, and ince taxes on a provincial (or, where 
possible, su-provineial) basis, Bconanic and institutional changes 
that have affected agriculture in Saskatchewan are highlighted. 
‘Riternative methods to estinate the ability to pay are outlines and 


comparisons mele, the provinclal. support to specitic sub-provineial 





efucation divisions ie exanined relative to the estimates of ability 
to pay within the region. 

[A diverse sot of six school divisions was chosen. the range of 
economic conditions include areas with sparse population, predemi- 
nantly grain producing farms, small mixed farms, large grain farms, 
marginal northern fringe ageiculture and a rural-urban fringe, These 
Aiverse situations may exhibit different noteworthy trends, which may 


shed further Light on the question of ability to pay. 











‘The purpose of the study 1s to examine the current situatton—not 





{0 indicate what ought to be. The study will therefore not make 
‘ecumendations with respect to the level, form or means of collecting 
‘eaves; nor will it adress any issues regarding the educational 
Gelivery aysten or issues related to any qualitative or quantitative 


Aifferences of various educational progrars within the province. 


1.4 Organization and Scope of the study 
‘The resaining report 15 organized in five chapters. chapter bo 
Provides an historical sumary of B45 educational funding in Saskat~ 
‘chevan, Chapter three outlines sone peinciples to consider in 
designing a tax systen, Chapter four provides a review of past trends 


{in economic, denographic, and institutional variables, Given this 





backgeound on principles of taxation, and the review of past trends 





chapter five we develop alternate meazures of ability to pay, and 
luse these to examine six school divisions in the province. ‘the last 


chapter provides a sumary and outlines areas for future work. 


chapter 1 
[A HISTORIC OVERVIEW OP EDUCKTIONNL, FUNDING DY SASKATCESWAN 


2.1 Lesening Prom Past Problens 

‘the reason for taxation is simply stated-—to secure money. 

Tre rationale, or logical basis for the particular systen 

{imposed in Saskatchewan is less evident, Indeed, an examina 

Hen of tamation practioes over the years reveals Little in 

the wey of broad Lines of policy designed to co-ordinate the 

various eaqmenta of taxation Into wit might. properly be 

called a eysten. Instead, the consideration of those respon 

Sible toc taxation measuces In Saskatchewan has bean directed 

Largery to individial Levies, rather tan to the development, 

af a cobasive eysten along the Lines of a general principle.? 

‘the above coment by Eager on the fallure of the taxation prac- 
‘toes in Saskatchewan to evolve as a part of a cohesive systen with a 
gaiding peinciple, 1s useful in understanding and explaining the 
aivereity of tax messuces that have been utilized in the past. Local 
revenues wore raised by voluntary contributions in the early years of 
the history of taxation, Taxation practices have ranged fron a local 
head or poll tax (sonetines paid in the form of Laboe), a flat land 
‘tax, a local income tax, a provineial property tax, to the current 
systen of rural and urban property taxes. There have been continual 
sAjustments and changes to the systen over the years ranging from 
school boards phasing out tax collection,‘ to increasing grants from 


federal to provincial to municipal governments under increasingly 





3 pager, The Rationale of Taxation in Saskatchowan, Saskatchewan 
Royal Comission on Taxation Study NO. 3 (Reginar 1965) p. 1. 
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the existing systen against comlaints from ranchers becaise 
‘he tax on grazing Lads vas the sane as on wheat lands.7 


The impact of the taxation eysten in ters of bow it influenced 





5 cited in eager, p12. 


S ‘Report of the Comittee on School Finances and School Grants, 
Graginat 1933), B. e 





7 ceed in gager, ps 8. 





ty 


individual decision and resource allocation yas ceconized. 


Perhaps it vould be well to consider whether too high assess 
ent and taxation of Land eniy suitable for grazing purposes 
Goes rot induce omers to break it up in the tope af getting 
‘8 greater return from it, If So, a tate of tayation consi=~ 
tent with ‘the peoducing ‘valve of the land should bean 
fencouragenent,to use such Land for the purpose to which it {s 
best atapeed.® 





Other goals were also pursued through the taxation systen, as 
eumplified by the surtax imposed on all landomers with more than 
tree sections of Land. The purpose wes to promote settlenent and 
cultivation and ‘get! the speculator.9 the tax yas soon replaced by 
the Provinetal wild Lands tax. 

‘The evolution of cur assessment systen has been one of the major 
rnechanisns through which an equitable sharing of the taxation burden 
has been sought. Barly legislative provisions (1906) had provided for 
land to be assessed at its selling value in the current year, tut 
since no instructions were given a flat rate was used, By 1912-13 the 
impact of Henry Gaoege's view that improvenents to land should not be 
taxed resulted in loyislation taxing Land at its actual cash value, 
exclusive of the value created by the erection of buildings or other 
expenditures of labor ox capital. 

Sone equalization of assessment within the province began one year 
after the Patriotic Tax was introduced in 1916 with the establishment 


8 the Report of the Royal Camission of Inquiry into Farming 
conditions, (eginari92i), p38. 


9 wager, pe 7. 














‘of the Wild Land Tax and the appointment of the Wild Land Tax Commis 
stoner. 





He was given the power to order any changes in assesment of 
ary mnicipality so it would bear a correct relationship to others in 
the provinee, 


Changing economic conditions had impacts on the aysten of those 
early years. igh interest rates in the early years of Woeld War T 
resulted in prudent businessmen withholding taxes to earn interest 
the penalty for late payment of property tanee sas. thereafter 
increased to 12 percent. By 1815, it yas reduced to 8 percent since 
the poor economic conditions had many individuals "at wit's end" to 
sect thelr taxes. 


Conditions were generally buoyant. for a brief period peior to the 


depression of the 1920's, The depression and drought caused much 


hardship in rural Saskatchewan. Part of it was augmented by the cuca 


Property tax system, vhich was very slov in adjusting the assessed 


value of Land downward as land prices collapoed. ‘The problens of the 
period can be sumarized as follows: 


Despite the five years of drousht between the assessment 
yyeats 1929 and lo34,, involving an enormous reduction in the 
income profuctivity’ of the land, there tas been enly a 
pegligible reduction in the vale of land, this velue 


‘topped from roughly $884 million tn 1929 to coushly $870 
nition in 1934,10 





(One of the recamendations of the Taxation Comission report was "that 
every mnicipelity, rural or urban, be reassessed by view at least 


every five years." the guidance suggested vas that, "in making the 


Emport of the Royal Commission on Taxation (Regina: 1936), p. 62. 
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assesment, the actual market value of the property should determine 
the assossed value, and the income productivity of the property over a 
period of years should be a major factor in determining such assessed 
value,...71 





As Ascessnent Comission was established in 1936 and it initiated 
a stody of rural land assesment in the province. Sone of the major 
Findings of this comission vere: 

(Q) that complete tack of equity in assesment value existed 
betwen municipal units, and in many cases, within the unite 
thenselves, 

(2) that extremely ich assessments were imposed on inferior 
soils as compared with fair to good and emellent grain 
Producing soils, and 

(3) that @ oomon practice of assessing all lands on a flat rate 
basis exiated,12 


‘These major findings in the Freeman Report of 1938 resulted in a 





ew system of land assessment in 1939, the "Preenan Systen of Asses: 


ment." By 1948 the initial assessment of the occupied portion of the 
province had been completed. 
Tt Is Interesting to mote that the repoct of the Royal Camisstion 


on Taxation in 1965 also tad concerns regarding the rural assesment 





eysten, To quote 


‘There is an urgent need that the present rural Land assess 
nent system be revised. ‘The revision should concern itself 
with updating the present system ant restructuring the 





Mota, pe 163. 


2 sastatchavan Rural Affairs, Rural Assesmnent Manual (Regina: 1979) , 
pak 











systen, recognizing basic 


changes in factors affecting the 
‘ssesstent. procedure. 3 


‘The recurring problen of keeping the assesment syste current drew 
harsh words of criticisms fran the Royal Comission repoct: 


‘he report suggested that the eoll indices, the most ingoctant single 
factor in determining an assessment, should be changed, Based on work 
Of the Soil Science Departaent of the University of Saskatchewan, 
whlch studied 31 solt associations, only m1 oc three of the indices 
{in use at the tine would remain at their present rating, In general, 
“data are also available which suggest that the clays and heavy clays 
are overasseseed relative to gravelly loans and fine sandy loane.*15 

Te is interesting that the bias in the systen cecitlated fron 
‘overassessing lov quality soils in the 1920's and 1930's to over 
‘assessing the clay soils by the mid-1960's. Although this my be due 
(© changes in cultural practices ox land management, it indicates the 
‘need for a system vhich can respond to change within a reasonable tine 
pected, 


This is not to sumgest that the problent regarding assessment only 


tof the Royal Comiseion on Taxation, 


(@egina:1965), p. 70. 
M4 wid, p57, 


pia,» 1. 


relate to rural Saskatchevan. Indeed, the Royal Comission of 1965, 
believed the situation of urban property to be even worse. Tt 
exmined selected urban acces and compared market values to assessed 
values and found only mince variations when using the class averages, 
F 
rent range wes fond to be between 17.5 and 58 percent of market 
value, ‘The comission found this unacoeptable: 

In ro other ares are ve content to tax the individual on the 

basis of comunity averajes—we provide for taxation cn the 


basis of individual clromatances using thot indicators 
which test reflect shat real individial eirometances are.16 


<1 2B accent to 32 percent, However, within a class the assess- 





‘The longstanding practice of assessing properties in urban centers. 
at 60 percent of market value originated in the early part of this 
century. Eager, in her 1965 historical review, reported that this 
practice had “stoutly survived the firm recomendations of at least 
three camissions of investigation to abolish it."17 today, nearly 


‘oo decades Later, this same provision is still in effect, 


2.2 Historical View of the Changing Bdscational syste 
‘There have been other changes in the systen over the past few 


Gecades that have influenced the funding of the education system, The 
creation of larger school units, increases in provincial grants, the 
Saskatchewan Foundation Grants Act (1970), and a systen of property. 


tax rebates are examples of such changes. 


3 ria. p. 125. 
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Te Is Sngoctant to recognize that our mechanisn for funding educa 
ton changed over the past and further changes may be required to neet 
changing conditions in the future, Saskatchewan vas somevhat unique 
among the provinces, as it had a larger farm land base. Tt also 
aiffeced from many of the other provinces as the Saskatchewan popula 
ton was almost static fron the 1940's to 1960's, with the major shift 
being a decline in rural population end an increase in urban popula- 
‘Hon, ‘thie required the closure of rural schools facing declining 
encolinent and the centralization of educational services. The growth 
Of the urban areas necessitated nev schools in the rapidly growing new 
communities. All of these required more investnent and high cost 
secvioes from a nearly static population, a virtually static rural 
Jand base and a senevbat expanded urban property base. 

Other factors of a general nature sich as the post sar baby boom 
of the Late 19408 and early 19508 and higher enrolinents in secondary 
lucation created an increased denand for educational services dueling 
this period, 

‘The next section looks briefly at the changing costs of education 
sand the changing components of educational funding in Saskatchevan 
uring this perio’, Comparisons of this province's education expendi 
tures to those of other provinces are provided in ocder to put the 


‘changing educational expenditure in Saskatchewan in proper perspec 
eve, 


2.3. in Overview of the Changing Levele and Components of Béucational 
Runding 
Bigenditures in Saskatchewan for elenentary and secondary educa~ 





tion have increased during the past ehree decades, as sham in Pigure 
21, (ALL figures use current Sollare unless specifically iniicated 
otherwise.) Sinilar cost increases have cocurred across Canada ducing 
this period. pAcation costs have increased Que to many factors, 
including greater encollnent, centralization of schools in some areas 
and inflation in both labor and capital costs. 

‘To sinply show increasing costs of education duting a period of 
{inflation is not necessarily a goof indicator of vhat has actually 
coourred, A more valid indicator is the growth of education 
egenditures relative to other goverment expenditures or the growth 
in the provincial or national economy, Figures 2.2 and 2.3 indicate 
efucation expenditures as a proportion of personal inane for 
Saskatchewan and Canada respectively. This indicates that eAvcational 
cost increases have been mich less dramatic when viewed in this 
manner, Tt aloo indicates that in a province Like Saskatchevan, where 
the provincial economy is strongly influenced by conditions in 
agriculture, education expenditures as a proportion of personal, income 
vere high in the late 1960's ant early 1970's shen fara {noone was low 
and decreased dicing the buoyant farm conditions in the mid 1970's. 
1 sinilar pattern is show sen etcational costs are compared to 
gross damestic product for Saskatchevan and with gross national 
product for Canada over the sane perio (Pigure 2.4). 

Ove of the major changes vhich has cocurred in education financing 
Guring the past several decades is the major shift in the source of 
funding. Municipal funding has shom the largest decrease and provine 
fal funding the largest inccease. Figures 2.5 and 2.6 indicate the 
changes which cocurred in Saskatcheven and Canada, respectively. 












Source: wistortcal Coupendion of Education Statistics 
Statistics Canada (61-568). 








compendium of Education Statistics. 
fon Canada (81-568) 
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‘The increase in enrolinent experienced during the 1960's as the 
post-war baby boom moved through high school and on to post-secondary 
education at technical schools and niversities increased education 
costs. Riqunded facilities required major capital outlays. 

‘The increase in educational expenditures at the provincial level 
4s partly a function of the increase in post-secondary education, 
here provincial and federal goverrments ere the major funding 
‘sources. The provincial component has also increased due to the 
{increase in fouvdation grants an property tax rebates. ‘The growth in 
the proportion of #48 education being funded ty the provinclal govern 
tent appears to have peaked in 1976 and has now declined somewhat. 

(One must be cognizant that clenentary and secondary education is 
only part of the total education effort in the province. During 1979, 
for example, $722 million we expended on education at all levels, of 
which $498 milion was at the elmnentary and secondary level. This, 
the BS educational costs were 69 percent of the total ependiture on 
‘education at all levels. The rapid growth in post-secondary education 
lover the past tio decades has been supported by the federal and 
provincial governments. This has implicitly shifted the educational 
expenditures to the higher levels of government. Tf local expendi- 
tures are expressed on a total education cost basis in 1979, rather 
than on an BSS educational cost basis, the proportion funded ty Local 
goverment declines to 22.8 percent frm 32.0 percent, a8 sham above, 
‘To further complicate the measurenents, Saskatchewan has a property 
mpeovenent grant. schene which provided a total rebate of $61.5, 
nition to local residents in 1979-80, T€ thi rebate were designated 
as an educational tax rebate ty the province, then the local share 


would be reduced to 14.3 percent of total education costs. 














‘he increase in the property tax rebate in Saskatchewan over the 
ast years s show in Table 2.1. the distribution of the grant 


between the farm sector and the urban sector is shown in Table 2. 





‘The maximm level placed cn the grant results in sone progressiveness 
{in the property tax systen, Tt algo provides a greater total grant to 
‘the urban sector because of the larger population, 

‘The issue of determining the changing burden of education costs is 
complicated by substantial disegreenent and non-campetibility in the 
statistics from alternative Gata sources. This report has utilized 
only the data provided by Statistics Canada to this point, However, 
the data from the Saskatchewan School Trustees Association indicate 
aifferent level of expenditures than those recorded by Statistice 
Canad, as shom in Table 2.3. 

The difference in the total epeniitures can be partially 
explained by the federal finding of Indian and Init schools, which 
‘increased from $12.7 million in 1970, to $39.1 million in 1979.18 
‘This, however, does not explain the difference in total expenditure 
levels of over $70 million by 1975 and over $135 million by 1980, ‘the 
remaining aifterence is de to factors such as inepection, super 
vision, curriculum, guidance, textbooks, teachers’ superannuation, 
special education, adainistration and other costs provided by the 
Provinees, The provincial expenditure for the province of Saskat~ 
hewen also differs from the level of grants received by local school 
boards by the factors Listed above. 





%8 statistics canada (81-568) and (81-860). 





‘rable 2.1 


PROPERTY TAX FERATE ORDTTURES 











1966-67 Hone Owwarship Geant 
1967-68 Hone Omership Geant 
1968-68 Hone Owership Geant 
3869-70 Hone Omership Geant 
1570-71 Hone Ownership Grant 
181-72 Hone Omership Grant 
TIT) Property Inprovenent Geant bs339,316-47 
19-14 Property Inprovenent Grant 304214,808.34 
1976-75 —_Bropecty Inprovenent Grant 34/094, 280.83 
1975-76 Property Inpeovenent Grant 407665,658.68 
1976-77 Property Inprovenent Geant 27912,622.55, 
1977-78 Property Inprovenent Geant 485,068, 587-06, 
1978-79 ‘Property Inprovenent Geant 527024,997-10, 
1979-80 Property Tnprovenent Geant 41,390, 563.24 
Senioc Cltzens School Tax Rebate 16,6607 137.52 
Renters Property Tax Rebate 5,418 383.23 
Bi 869,083.99 
1900-81 Property Improvement Grant 42, 167,358.73 
Senior Cltitens School Tax Rebate 18/304, 168.02 
Renters Propecty Tox Rebate 4, 808,926.65, 
‘Bios0 44410 
1961-82 Property Improvenent Grant 43,365,908.23, 
Senior Citizens School Tex Rebate 20,188, 396.88 
Renters Propecty Tax Rebate 5,251, 083.14 
802, 38.25 
1962-69 Property Trprovenent: Geant. 44,628, 218,08 
Senloc Citizens School Tax Rebate 23,783,907-62 
Renters Property Tax Rebate 8,154,199.96 
6,546, 325.22 
+ notinate 


Source: Weitten inquiry to Saskatchewan Department. of Urban Affairs. 











‘Table 2.2 


PROPERTY OAK RENAE 
FAR ~ UIGAY EOSOMURE BRAC 








Farm eben Total 
1980-81 Property Impeovenent 
“Grane $14,254,500.36 $28,012,859.37 $42,167,385) 
Senior Citizens School 
Tax Rebate 4,256,129.49 14,048,028.53 18,304,258 


1981-82 Property Inprovenent 
‘rant. 


1514,004,926.96 $29,360,981.27 $43,365,908. 
Senice Citizens School 


‘Tax Rebate 41860,676.56 15,624,720.30 20,185,396, 
1982-83, Property Improvenent 
Grant $14,252,141.60 $20,376,076.44 $44,628,218, 
Senice Citizens School 
"Tax Rebate 5,277,285.05  18,506,652.57 22,723,907) 





Source: Written inquiry to Saskatchewan Departnent of Urhan A€éaire (pcevion 
yyears data not curcently avatiable)® 


he difference between the provincial contribution as measured by 
Statistics Canada and the direct payments to the school boards is 
Almost $40 million in 1975 and nearly $58 million fn 1979. the 
Property tax rebate fron the province is also shown in the sane table, 
‘These differences in data bases account for the differing propor 
Hons attributed to various levels of gavernment. statistics Canada 
lises © larger total cost, including Inuit and Indians and provincial 


‘vethead and aininistration expenses. The result is that the local 





Despite 
these differences in the statistics, both sources support the conten 
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(Hon that the local share of elenentary and saccndary education expen 
Aitures {a increasing from the level of several years ago. 

36 ts equally sapoctant to consider the changing relative impor 
tance of the tax base available to different levels of government. 
‘The chaning mix of incme tax versus property tax paid ty Saskatchesn 
farmers is one indication of the decline in the ability of local 
ovecrments to support education. Figure 2.7 indicates that property 
tax used to be the major tax paid by Saskatchewan farmers in the 
1940's and excneded income tax by a factor of 10 ox mace. Recently, 


income taxes have became a larger revenue generator than property 
ts, 





Proportion of the taxes collected from farmecs has 
increased foc the federal and provincial governments while it has 
ecreased for local government. 


Comparisons of education expenditures of the various provinces are 
fsonetines made end inferences dram from then. To quote: 





in 1978, Saskatchewan's education costs per 
wore lower than any bat the far eastern provinces. 
This is evidence of a high level of financial respensibiliey 
being exercised by educational officials. At the same tine! 
however, ..+ Saskatchewan local goverment carey the thicd 
highest’ local education Finance burden, Only Ontario and 
Manitoba are higher. In March of 1961, Kowa Pavley, Tow 
Premier of Manitoba, wes quoted assaying that the N-D.?, 
believes etucation costs should te bocne by insane and cates 
ayes as well as property taxes. ‘The inference is that soon 
cnly Ontario mmicipalities wii have a higher local cca” 
‘lon burden ehan Saskatchewan, 








‘™rese comnrisons, while intarenting, cannot be ragarded entirely 
vali, for several reasons, Direct comparisons of expenditures on a 





28 ‘Saskatchevan Urban Yinicipalities Association, "Recomendation for 
Local Goverment. Pinancing in Saskatchewan,” July, 1982, pe 3-3. 
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total pee capita, per pupil or per weighted pupil basis between 
provinces ate not good indicators of the relative quality of 
efucation, the efficlency of the education delivery system oc the 
prlority which the provincial or local governments are giving to 
efocation, the need for new capital construction, transportation 
Alstance differences and other factors can cause major deviations in 


n provinces. The number of new schools requized due to 





pomilation grovth and centralization of population in urban areas is 
ot constant across Canada, In 1973, for example, Saskatchewan 


allocated $14.5 million for capital expenditure of public school 











boards on elementary and secondary education relative to an operating 








empenditure of $192.5 million, Capital expenditures were 7.5 percent 
(of the operating expenditures. For Canada, capital expenditures were 
4.3 percent of operating ependitures. For British columbia, 
Alberta, Ontacio and Quebec capital expenditures were 13.3, 14.7, 15.5 
and 13.7 percent of total E58 expenditures, respectively, in 1979.20 
One would therefore expect the other provinces to have a higher total 
‘cost per pupil for that year. When Saskatchewan wes experiencing 
Fapid population growth and settlement in the 1920's, the capital 
evpenditure in 1930 for example, was 29 percent of operating 
‘expenditures for education, 

Similarly, the transportation expenditures for elenentary and 
secondary education differ as a proportion of the total costs of 
elementary and secondary education, tn 1973, for example, trangpor~ 
tation represented 7.7 percent of the total cost of elementary and 
Secondary education in Saskatchevan, ‘The expenditures on transporta- 
tion for Canada, Ontario, Quebec, British Colinbia, Alberta and Nova 
Scotia were 4.0, 3.3, 4.7, 1.8, 4.6, and 4.6 percent. respectively 22 
These differences in the population densities and rucal/ucban 

ation mix clearly influence the cost of the educational delivery 
eysten, 

‘The trend to a reduced level of educational funding by municipal 
Sovecrments during the 1950-1975 period is not unique to Saskatchewan 


‘but one that has occurred throughout Canada. The above quote fran the 





B vata cptatned from Statistics Canada, (81-560) Table 18. 
Data cbeained ftom Statistics Canada’ (seo) ae 250 


SNM report sugested that Saskatchewan and Ontario were two of the 
provinces where property tax levies were high. To put this in pet 
spective it 1s useful to mote the trends in the mnicipal share of 

‘funding for various provinces during the past several decades (Pigure 
2.8). ALL have shown declines in the mnicipal share of education, 

though the starting points and the rates of decline differ. 





4s also important to understand that the acea of cultivated 
land per parson is also different for each of the provinces. the 
cultivated acreage per pecson for selected provinces from the 198) 
census {s given in Table 2.4, Saskatchewan has nearly four tines the 
cultivated acreage per capita of any other province and about ten 
ties the Canadian average, Tt should be roted, however, that the 
quality of Land in the Niagara Peningula of Ontario may exceed the 


quillty of land in Saskatchesan i 





tema of productivity. These 
Gifferences suggest that each province does not have the same ability 
to use Local taxes to fund edcation. 

Other factors which may influence the mnicipal portion of peovin~ 
cfal taxation is the value of properties for comercial, residential 
and industrial uso in the various regions, The property in downtown 
‘Toronto can support larger tax Levy than in downtown Regina or St. 
Johns, Te is these major differences which can make global compari- 
sons between provincial and municipal expenditures on education 
nisleading. Sone provinces such as Saskatchewan also have property 
tax rebate schenes which would increase the provincial expenditure and 
Gecrease the mnicipal share if this contribution were aided to the 


provincial share ant subtracted fran the municipal share. These major 











Figure 2.8: MINICIPRL SHARE OP PRIMARY AND SUCONDARY EDUCA 
FOR SELECTED PROVINGES, 1951-1981 





costs 





‘Table 2.4 


1981 CUUTIVANED ACREAGE PER CAPITA FUR CANADA AND SELECTED PROVINCES 











TODG FARE 66.21 6.69 1.96 21610 18.94 173-145 1.36 


FASIAD 50.23 4.68.85 153.83 13,25 68982 





Source: Based yon data fron Statistics Canada, Census (96-916) for Land 
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aifterences mist be cecomized in order to avoid making non-valid 
ccomparisons and reaching erroneous conclusions. 


Before proceeding to examine how the increasing levels of taxation 
have imacted cn various groupe within rural Saskatchevan, it ie 


Important to shed Light on the peineiples of a taxation aysten, The 


next section briefly examines various principles of such a systen, 











Chapter 112 
PROICIPLES oF muarraH 


Coverrments need money to pay their bills and finance the services 


which we, a5 individuals, expect then to provide. ‘The major mecha 


lens for cbtaining revenues are through taxation, incurring public 


edt, and, in the case of the federal government, by peinting money. 


‘Among these, taxation has been the nost important source, 
‘Teration measures can serve as major tools for redistribution of 


wealth and incame within our society. Taxation can also influence the 


behavior of individuals in terms of their spending and investnent 


patterns, their enterprise choices and therefore the final mix of 


ends and services which are available. 


Tm seient tines, taxation principles were not well defined. A 


victorious army would retum with the “spoils of war" in tema of 
014, valuable cloth, slaves, and so on. When a nation was mot at 
War, end revenues were lov, tax collectors wuld be sent aut to 
collect money ant goots from the nenbecs of the comunity. Recall the 
Gespicable position in soctety held by Matthey, a tax collector. tn 
‘those days there sas Little assurance that the burden of taxation vas 
shared in a fair aamer. 

There are to major principles vhich have developed over the years 
Kegarding taxation, ‘the first is the principle of aquity—those indi 
viduals sto are essentially equal should be taxed equally. ‘the second 
Principle is the benefit peinciple—individuels should be taxed 
sccording to the "benefit" shich they can eect to receive from 
sovecment activity, 
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Most sould saree in principle with the concept of equity: “those 
vo are enual stould be taxed equally." This ‘s kno as the concept 
of horizontal equity. The difficulties, hovever, acise in deteraining 
the well-being of a given level of labor income relative to business 
€ farming income, omership of land or capital assets, and other 
sources of personal wealth, There is also the concept of vertical 
equity, Those sho are different in temas of income and wealth should 
be taxed difterently, the concept is to strive for equal sacrifice 
and not egal tax, Tt is easy to recognize that a $100 tax on an 
individual with an annual inane of $7,000 would conatitute a greater 
sacrifice than a $100 tax on an individual vith an incane of $70,000. 
‘The difficult question is to define the tax level shere the sacrifice 
would be "equal." 

‘The benefit principle is relatively assy to understand in its 
simplest form, If there afe tio individuals, and if one drives his 
car thrice os many miles as the other, he might be expected to pay 
terice as mich for upkeep of the roads. For example, a gasoline tax 
night be related to miles driven and size of car engine, If this were 
extended to the ultinate, each person would pay the full amount for 
every public service vhich he received, ‘This would also reqiice an 
‘extremely complex systen to measure the public benefits ceceived by 
each infividual and could well end up in absurdities. For example, it 
‘aay mean charging the sick and the elderly the full costs of the 
health services they receive—a situation which sould mat be accep 
‘eble on euity or moral grounds to the majority in our society. Tt 
4s this perception of fairness in our society that will, over a period 


ff years, determine the nature of our taxation system, 











(Over a decade ago, the Carter Comission undertook a comprehensive 


review of the Canadion taxation aysten. Carter suggested that equity 





should be the key element in our taxation systema tuck is a buck" 
{© coin a phrase used in the report, This suggested that all. inoone 
(Gnetuding increases in wealth) should be taxed the sane say regard 
Yess of its source. Many of the changes recomended by the comls- 
‘lon, hovever, were not inplenentad, 

Other factors, in addition to the equity and benefit principles, 
( be considered in developing a taxation systan includes 

(Te should contribute to eomonie growth and stability by 
‘cmurasing individuals to engage in productive activites, 

(2) Te should be designed so that collection can be enforced 
without a high public cost. 

(2) the eyston should be clearly defined 0 the individual 
‘arpayer can understand how he will be treated in the systen. 

(4) Te should recognize the federal-provincial nature of Canada 
and help to strengthen Canada. 

(5) TE should collect adequate funds to mect the desired level of 
expenditure, 

(6) The tax system should be dizect as hidden taxes can make the 
sovernment. ampear aloof and dlecourage participation in the 
democratic process. 

(7) Taxation as a fiscal policy tool should effect a desirable 
flow of goods and services and its effects should be known 
fan cause minimm disruptions in the econcmy. 

(@ ‘the taxation system should romally be neutral to resource 

allocation; and if it is to depart fron this, the departure 

should be made a8 a conscious policy decision. 
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Te is clear that any single tax mechanion is mot able to meet 
fully all of these criteria, ‘the decisions therefore become cnes of 
sacrificing sme of the lesser objectives 90 the more important 
objectives might be more fully realized. 

‘There have been different views expressed about the hase to be 
chosen for taxation. Sane have arqued for taxation of income—it is 
nore "oquitable’; but questions arise as to how "income" should be 
Gefined for tax purposes. What is to be allowed as deductions? what 
depreciation rates should be used in computing expenses? Mest will 
‘agree that a systen which taxes 20,000 at 20 percent and $50,000 at 
higher percentage (say 25 percent) provides sone equity as a higher 
rate is applied shere the ability to pay is greater. On the other 
hand, if a tax rate of 90 percent is applied to every dollar earned 
‘over $200,000 it may have a very negative ingact an an individual's 
Incentive to work. 

Sone have argued for taxation of the consimption expenditures of 
individuals, Tf you "consume" better food, a bigger car or a longer 
poliday, you receive a higher level of utility or pleasure than 
someone vio does not and you should therefore pay more taxes, If this 
{s placed cn all consumer itens, the effect can be to tax low income 
‘groupe at high rates, If food and clothing had a sales tax of 15 
percent, then a fanity on an income of $10,000 would pay a mich Larger 
proportion of their incme as taxes than a fantly with a $100,000 
income, This is considered a regressive tax as it places the Largest 
burden cn low income groups. Part of this regressiveness can be 
renoved by exempting food, clothing, a personal residence and other 


basic itene which everyone needs. Higher tax rates my then be 








seplied to overseas travel, Lumiry homes, cottages, automobiles and 
ther luoary {tena 
Still others argue that wealth should be taxed ainoe, if it is 
‘ret, individuals ho are born to a relatively gooe family have a very 
Poor chance of moving to higher levels of Living. A Large inheritance 
that is expt from taxation allows an individual to maintain @ high 
level of Living even though he may not work and contribute to society. 
Wealth is difficult to measure and individuals vill seek loogholes to 
wold tanes on wealth. Wealth may be kept as Liquid assete—noney 
under the mattress—in an attempt to avoid taxation, Even then, 
unless ued productively, funds under a matress erode in value during 
@ period of inflation, Sinilarly, = high rate of tax on wealth may 
{influence the investment and spending chotces of infividuals shile 
‘they are Living. they may chose to consume moce and concentrate Lose 
(© tnvesting in capital goods and this will result in reduced 
Production capacity for the future. Other taxation methads such as a 
value aided tax, a tax on capital but not on labor or vice verse are 
aloo possibilities. 

Many individuals will only recomize one of the peinciples of 
taxation as they seek to develop arguments to alter the current 
‘uration systen—often with a vested interest in the change. mural 
individuals, particularly those with a large property base, may argue 
‘that income sould be taxed for education purposes cather than 
Property. "People taxes for people service, property taxes for 
Property services" is an expression of this argent. This is mainly 
4 Teflection of the benefit principle, where it is argued that those 


who are major beneficiaries should pay the taxes, The fallacy of this 
argent is thats 
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and is mot taxed but people who bear a certain relation 
hip to the Land are. “The taxpayer does not pay taxes out of 
‘Land, be pays then cit Of his bank account, and values ave 
‘of itportance primarily as indicators which local. goverment 
fay Use in determining the approvinate size of that’ bane 
Socount in so far aa that ie gelevant to tax matters, What 
‘mist be grasped 1s that land value a simply. an indicator for 
tax purposes. The issue of overtaxation relates really Te. 
‘2 the way in which it falls upon the land, but eather to the 
vay in which he distribution of the tax provided for by the 
systen Of land-value indicators falls equitably oc othecwise 
pen the bank aacounts ‘of taxpayers.22 





‘The pire concept of "beneficiary pay" or ‘user pay" has been 
rejected by society as the principle method of taxation. A gasoline 
tax my be a reasonable proxy of user pay for highways. Pursuad to 
the ultinate {t means that Lignor taxes should only provide benefits 
to those who dink, tobacco taxes to those vho use tobacco and that 
only those who have been sick need to pay taxes for health care, Tt 
has also been recognized that benefits of sone services or activities 
can accrue to individuals other than the primary beneficiaries. 
Hospitalizing an individual with a contagious disease an subsequently 
controlling it not only benefits the Ini{vidual but also the other 
wmenbers of the cammity, Other nenbecs are at less risk of catching 
the Gisease, since it has been isolated, Likavise our Lives would be 
quite unpleasant if ve were to be surrounded ty sick people on the 
veege of death. Many services provided by governments provide a 
eater benefit than the snout received by a single infividual. 
‘These are called public goods. 

Paxcation is another example where the primary beneficiary is the 


Comission on Taxation (agina:1965), Saskat~ 

















stulent attending school or university, Society, however, also 
evelves benefits froma productive and afaptable werk force, & 
society where law and order is respected and enforceable, an ability 
{> adopt and develop new technologies, and other aspects, RAucation 
{5 an investnent in human capital, Indeed, the benefits of education 
extend beyond the individual and his local comunity to the country 
and the world at Large, Tt my therefore be justifiable that local 
overrments are row paying a smaller proportion of total, edication 
costs than wes the case several decades ayo. then society was less 
‘mobile there my have been more of a tendency for educated individuals 
© remain closer to their bisthplace. 

For those who argue that property tait has no relevance in funding 
‘education, it is interesting to note that the major contributions to 
better varieties of wheat Olurguis, Thatcher, Selkirk, Neepawa) and 
the introtuction of canola in western Canada were made by highly 
efucated plant breeders. Tt is also clear that consumers may have 
Denetitted fron larger outputs of grain and oilseeds, but agricultural 
‘producers, particularly the landholders, also benefit from an increase 
in the value of their land due to ite increase in productivity 
resulting from suocessful research, 

‘The meagurenent of the well-being of individuals and the distei- 
‘ution of benefits from public emenditures is a complex process. 
(Often the application of a singular principle ouch as "equity" oc 
beneficiary pay" results in conflicting views of who should pay a 
larger share of the tax burden. The political process within our 
enocratic systen has been the mechanien through vhich our views are 
reflected and our choices mde, History is evidence of past change 
and our syste will continue to change in the future, 
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caer 1 


GONGNG BONNCC, DOGAPEIC, AD DIETETIC, FACTORS 


4.1 Beononie Factors 

‘The key industry affecting rural Saskatchewan has bean agricul 
‘ture, an industry which is expected to daninate the rural economy of 
Saskatchewan for the foreseeable future, There will, however, 
continue to be pockets of industrial development shiich will dominate 
the economy of sone rural districts. 

1n 1974, Scharf correctly projected that many of the trends in 
agriculture would persist over the next decade. He incluled trends 
‘such as an increase in farm size, rediced farm numbers and problene of 
cash flow and income instability within ageiculture.23 scharé aleo 
suggested that agriculture would continve to offer Levels of personal 
income which vere at best Yaverage." This statenent is true if one 
nly considers cash flov to existing producers and naglacts the 
socmulation of assets which can be sold on retirenent, ‘the old 
saying for farm families of "Live poor - die rich" may be at relevant 
row as it ever was. Tn fact, the income level of sone farmers on 
reticanent makes others in the comunity envious. 

Farm cash receipts in Saskatchewan are sham in Pigure 4.1, 
Receipts have increased with increasing levels of production end 


rising comodity prices caused partly by inflation, The variabili 











23 wp, Scharf, & Report on Declining Rural Population and the 1 
cations for natal BRESEION™ Saskgtctonan SohSOT Teustoee Associaton 


‘esearch report n9. 17 (Regina, 2974), Dy 5S. 
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Figure 4.1: SASKATONDO FARE CASH RECEIPTS, 1951-1961 
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Source: Seskatchawan Agriculture, Agricultural Statistics, 1981 


in farm cash receipts creates income instability for producers. 
‘The cost of producing whest or Livestock in Saskatchevan has been 
increasing. Producers are using more gucchased inputs such as 
Pesticides and fertilizer; crop rotations are being extended; and 
machinery costs and fuel prices have continued to rise, Interest. 
payments have also increased dramatically a¢ the agricultural debt has 
increased and as interest rates reached 18-20 percent for a brief 
Period in the early 1980's, Property taxes have also increased. 


Figure 4.2 indicates the Western Canadian Farm Ingut Price Index for 
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Figure 4.2: FARM GUT PRICE DEK, WESTER CRODA, 1961-1 
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sone of the major cost components over the 1961-1981 period. Noctsege 
Interest costs have risen mre rapidly than other major costs. 
‘nereases in machinery and fuel costs have outstripped the increases 
in property taxee over the period.24 

As a direct result of the rising input costs, the operating end 


depreciation charges on Saskatchewan farms have been increasing 0s 








24 re should be noted that property taxes are reported on a gross 
basis and the property tax rebate iz not considered. The proverty tax 
{Thiex is therefore somewhat over-estinated in recent years. ‘the index 
is foe western Canada rather than for Saskatchevan as @ single 
province. 











show in Figure 4.3. Operating costs tend to show a relatively steady 





ica due to inflationary pressures and increased input use. The coats 
of seeding 2 crop are almost the sane whether the price of vheat ie 
$4.00/tushel or $7.00/tushel. ‘Total production costs do not change a 
great deal hen the yield is 18 bu/acce or 35 tu/acre because of 
weather conditions. the nature of costs relative to returns causes 
wide ouings in the realized net farm income received by Saskatchewan 
Producers. Figure 4.4 indicates the realized net farm income for 
Saskatchewan producers fron 1951-1961, Realized net income was very 
ow in 1961, a drought year, and in 1969 and 1970 when prices and 
Gelivery quotas were lov, Realized net income wes high during the 

iol of buoyant grain prices in 1974 and 1975. 

‘There are now prograns in place to help to stabilize grain 
receipts and cash flow in Saskatchevan including the Western Grain 
Stabilization Program, cash advances and the option to defer grain 
income receipts when an individual producer has a good year. 

‘The increase in purchased inputs in agriculture has rade the 
sector mace vulnerable to fluctuating ylelde and peices. Several 
ecades ago, operating and depreciation costs were often less than 
half the level of total farm cash receipts. Recently, operating costs 
‘and depreciation charges are closer to 60 percent or mre of farm cash 
receipts. The trend as a percentage is sham in Figuee 4.5. 

‘The product mix of Saskatchewan's agriculture bas also changed 
‘over the past several decades. Grains have tended, particularly 
uring the past decade, to cmprise 9 larger share of total cash 
receipts with Livestock tending to comprise a smaller peoportion. 


Canola is the crop which has shom the greatest increase in proportion 


3: SASKAGCHENAN FARM OPERATING AND DEPRECIATION CHARGES, 1951-1981 

















Source: Saskatchawn Agriculture, Agricultural statistics 1981 
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Figure 4.5: SASKATCHEMAY FARM CPERATING AND CEPFECTATIGN GIARGES 2S A 
PERGEMT OF FAR CASH FECEIPIS, 1951-1961 
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but this is not the total 





fcture. First, the nmber of farmers in 


S 
FARM CASH FECEIPIS FOR SELECTED COMMODITIES, 1951-1981 





Figure 4.6: 
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Source: Saskatchavon Agriculture, Agricaltumlstatistics 1981 
the province has been declining, so the income is now accruing to a 
smaller number of farmers than vas the case several dacades ago. ‘he 
decline in farm numbers in Saskatchewan is sham in Pigure 4.7. 
Second, the number of farmers who maintain nore than 228 days of off- 


farm employment has increased, as outlined in Figure 4.8. This has 





tended to inprove and stabilize farmers' income, Third, the net worth 
of farmers tas been increasing for those farmers who om their major 
input, land, Land prices have incraased significantly over the past 
few decades and this has allowed producers to use it as collateral to 
further expand their enterprises as well as to provide a source of 
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Seattatios Canada, Cantus of Agriculture 





The magnitude of the land price increases are indicated in Pigure 


4,9, Te must be recognized that this 1s a cost to a new entrant. For 


existing producers, however, it 1s an increase in thelr level of 


Wealth and thei ability to comand an increased volume of goods and 
services hen the land is sold, Tt also serves as collateral with 


lending institutions and enables a producer to acquire capital for 


expansion. 
‘there are a number of other indicators of the impact of inflation, 


individual expectations and the changing institutional arrangements on 


Figure 4.9: SASHATOHEWAN LAND PRICES, 1951-1961 





Source: Saskatchowan Agriculture, Agricultural statistics 1981 











the well being of farm cperators. ‘he total value of Land end build 
ngs is one indicator. Tt is instructive to examine how property 
taxes have changed as a proportion of the value of land and buildings 
‘over the past decades. Figure 4,10 indicates that property taxes have 
Geclined substantially over the period vhen measured celative to land 
‘and building valuos. Property taxes can also be expressed at a 
percentage of total farm cach receipts (Figure 4,11) or of realized 
net farm income (Figure 4,12). this indicates that although in 
general, property taxes have become a smaller proportion, the fluo 
‘tuations are significant, particularly when related to realized net. 
Sncone which is a rouh measure of the cash flow position of 
Producers, Tt is these fluctuations in retuene to the agricultural 
Sector which make the Impact of property tax a destabilizing factor 
for a producer's cash flow-it hits hardest when he is in a tight 
situation, ‘This, plus the fact that a low income farmer pays the sane 
‘ex en a section of equivalent land as a high nome farmer, accounts 
for the regressive nature that is attributed by most to the systen of 
property taxes. 

The cash income of farmers is currently lov relative to property 
values, whether measured in terns of farm cach receipts or realized 
net farm income. This comparison could lead some to suggest that the 
current farm situation is dismal. The situation, however, is 
{incorrect to the extent that many farmers no longer depend entirely on 
form income for their Livelihood, Off-farn enployment, goverrment 
Prograns and investment income have contributed to the trend toward 
‘greater off-farn earnings Which has been evident for a number of years 


fn all ports of Canada as denenstrated by Table 4.1. ‘the imortance 






























‘rable 4.2 


FAR DIOOME IN CREDA BY SOURCE 








Yo. of Face ofe-tacm Average Het 
Taxtilers Earnings Pam fncome 

















1967 
1968 
1969 
i970 
ion. 
172 
1973, 
1974 
1975, 
1976 


354,100 
355,350, 
370,300 
371,500 
374,450 
371,700 
332,750, 
336,450, 
393,500 
394,550, 











Source: 


Revenue Canada, Taxation Statistics, 
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of off-farn incane to Saskatchewan farmers bis become particularly 





pronounced over the last fv years. ‘the rellance is greater cn the 
cash receipts in Saskatchewan than for Canada generally, but recently, 
cott-farn incase has equalled farm incane in Saskatchesany as outlined 
in table 4.2. mre detailed breskdom for the year 1979 is shawn in 
able 4.3. 
| hese curged contra me St important to recognize Hat von 
A coparty taxes are measured as a propoction of farm cash receipts or 
ealisod nat incone, the tendency is to overstate the burden of the 
toes The overstatement in a result of several factors: 


2) In this calailation, only the farm income camgonent is 





vet reflected and the inportant and growing component of off~farm 


income 42 not Aneluded. 





sable 4.2 


SOURCES OF TONE FOR FAR TAIPTLERS 1 SASKATOON 








other 
axtilers Pension 

Number of Average Reporting Interest Total 

Fam. Net Farm Off-Farm Wages & Earnings fe 

Taciilers Income Income Salaries Business Rental Gte, Farm 
1979 93,490 8,053 9,15 «3,390 442,230 1488 7,260 
1920 947400 71364 89,270 «3,862,437 2,936 1386 9,592 
Yar sslees 101718 STyelS—ydOl— 460.4253 1,705 10,819 





Source: Taxfiler Data, Statistics Canada. Data wore obtained by personal 
Genmunications with Dr. R. Bollnan. 




















‘The imortance of property tax as a daduction for income tax 
purposes has increased ducing the past decade, 20 the anount 
fof after-tax dollars required to pay property taxes is now 
ower than it formerly vas. 

‘The property tax rebates to farmers and older farmers who are 
also senior citizens are not reflected in the calevlation of 
property tax figures. 

‘the debt level of the farm sector has also been increasing as 
show in Figure 4.13. ‘The increase in debt is due to higher prices 
foe Land for new entrants and the increased operating and depreciation 
charges in today's agriculture, TE viewed alone, it agpears to have 
gram dramatically. The more appropriate view, however, is to observe 
the debt in terme of the value of assets and the realized net incane 
as shomn in Figures 4,14 and 4,15, This indicates that in years shen 
‘production or prices are low and cash flows are reduced, that a large 


proportion of the cash available mist be used for debt servicing. The 


situation in recent years indicates that debt servicing requires a 


larger proportion of realized net income than during most other 
periods in the past several decades. Relative to assets, hovever, the 
debt has not shown significant growth. 

‘the above actors have been presented to outline briefly some of 
the changes in the ecooanle well-being of the farm sector in general. 
Tt mist be renenbered that these numbers are averages and do not 
necessarily reflect the particular situations of the many individuals 
hich comprise the sactor. Many youry farm families or new entrants 
with heavy debt loads are having a difficult tine, while the well 
established farmers can Live quite comfortably. There is also a wide 
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SSASHATCRBARN REALIZED NET FARM INCOME RELATIVE TO FARM 
‘Depr, 1970-1960 
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range of differences snong farsa located within any one comunity, 
even though driving by the cxope standing in the field, the differ 
fences are not apparent. 

‘the above description has been a grarhic and statistical presen 
tation of what is, Tt is important to realize that most people in our 
society do not spend their tine gazing at statistical tables or charts 


to determine famera' income level or their ability to pay. their 





perception of a farmor's ability to pay is through observations such 


fag the year and make of the car, the ancunt of new machinery visible, 














the talk of trips to Hawai or Arizona and other indicators which are 
visible within the comunity. In this category mst farmers are 
perceived as being wealthier than their forefathers. The farees are 
no longer viewed as poor country cousins ty their neighbors in the 
Jocal tow as my have been the case a few dacedes ago. ‘the days of 
the "poor country cousin” and the verbage "if you can't do anything 
else - go farming" appear to have largely disappeared. Farmers are 
‘pow perceived to be wealthier, largely because of the asset base which 
they control. 

(One mechanism to compare levels of wealth is to indicate the 
change in assessment value per person in each of the categories for 
rural municipality, local inpeovanent district, village, ton and city 
‘over the past periods. The dollar of assesanent per capita for each 
of these are compared in Figure 4.16. This indicates that the 
fassessed values of property per capita are not the sane for all 
residents and also that growth rates are not identical, Tt should be 
roted that a potash mine with a high assesment will raise the asseso- 
sent per capita substantially within @ specific rural munfcipality but 
that {ts impact on the entire province sould be quite mall. 
Similarly, an expanded industry in a city would raise its assessed 


value per person. There is no direct Link in a 





sament. between rural 
and urbun properties 29 the levels of absolute values for comparisons 
fare not valid. Hovever, the magnitude of the changes provide a 

‘etude indicator of the changes in eccnamic well being of the broad 
categories (assuming that the assesment systen used ty each has 


maintained a current relevance) 

















4.2 Denograchle Poatuces 


Saskatchowan has been considered a slow gcovth area in Canada for 
ost of the past half century. Tt ie interesting to note that Saskat~ 
chewan's population peaked in the early settlenent period and then 
declined and has uly recently surpassed the level achieved in 1926. 
Saskatchewan at that tine yas the third lacgest province in Cansda in 
tems of population. Figure 4.17 indicates the relatively slow growth 
{in Saskatchewan's population. 

‘The major feature in describing the changes in the population of 
Saskatchowan has been one of a rural-urban shift rather than an 
overall growth (igure 4.18), As mechanization reduced the labor 
input required in agriculture, farm size increased and farm rambers 
decreased. Fever farmers meant fever required services in terns of 
groceries, clothing, ad many other necessities. The automobile and 


the inprovenent in the highway system resulted in the sual local 


‘center being by-passed by individuals sacking greater choice and more 


services than may have been available locally. 

‘The result has been a reduction in the populations in RM." and 
LID's (Local Inprovenent District's) within Saskatchewan, villages 
have also declined and sane are only ghost toms today. ‘The major 
growth area has been the cities in the province, though many toms 
have also shown sone growth, The provincial changes in populations 
for resident farmers, rural mmicipalities, local improvement 
Alsteicts, villages, toms and cities are outlined respectively in 
Figures 4.19 t0 4.24, 

Other changes have also cccurred, such as a declining birth rate 


and staller fanily size, the baby boom vhich followed the return of 











Figure 4.17: SASCGCHN'S POPULATION, 1911-1981 
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Fhgure 4.18: SASRATCHEVAN FAR AND TOTAL POPULATION, 1951-1981 





MUNICIPALITIES IN SASKATCHENANT, 


gear 1975) 
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Figure 4.23: PorULATION 1 EATCHEUAR, 1951-1975. 
(anval data not available after 1975) 








Source; Department of Mmicipal Affairs, Annual Reports. 































the soldiers from the Second World War has moved through the elenen- 


taryy secondary ad technical or university education system, Sone 
now talk of the "echo tomers" arriving at nursery schoo! and kinder~ 
garten, The proportion of students at different ages for tio selected 


tie periods is shom in Figure 4.25. this indicates tow the aysten 


mast plan to accommodate the changing numbers and aye beeskdom of 
various student. populations. 


"The changing mix of rural vs. urban children has meant the closure 


Of mall rural and village schools and the building of new schools in 
‘Rowing toms and emansion areas vithin the cities, the busing 
Gistance for many rural areas has increased.25 


4.3, Institutional Factors 

‘The impact of various progracs or regulations my change modestly 
OF even dramatically a8 a result of changing econamie conditions and 
‘other regulations which are superimpoeed upon the existing set. ‘The 
Purpose of this section is to outline a few of these changes. This 
will show how the inpacts are subsequently al 





fe because of a change 


in the basic conditions, This section is not an exhaustive List of 





the changing impacts; rather, it outlines a few changes to indicate 


what one should consider when making comparisons or evaluating the 
consequences of alternative policy choices. 


(One of the major changes during the past several decades has been 


the increase in incone taxes paid by Canadlane. Saskatchewan 





% other factors such as stutent/eeacher ratios also undergo adjust 
| ents, in areas where enrollment is declining, ‘these factors have bean 
scribed by others 99 are not described inthis seaoree 
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Figure 4.25: SASKRICHEON STUDENT BEOLIMENT SY GRADE, SELECTED YERES 
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Source: Historical Carpentium of Biucction Statistics, statistics canada 
‘eissee) 


residents have also faced growing incane tax bills for their federal 
and provincial services, the increase In importance of income tax 
relative to property tax for the farm sector was shom in Figure 2.7. 
‘This slow evolutionary change has hed an important impact upon the 
changing burden of property tax borne by different types of residents 
and even by different individuals producing sinilar products and 
residing in the sane comunity. 


Property tax ie a deductible expense for farmers and businesses 








but not for urban cesidents, 





‘The increasing share of our incane which 
ees {© pay income tax has meant that an individual businesaman oc 






famec pays his proverty tax with before-tax dollars yhile an urban 






resident pays his taxes with after-tax dollars, If a farm and an 






urban fusiness were initially assessed at $3,000 f 





in property taxes, 





while the urban resident was assessed $1,500 in property tares, then 


the relative tax levy in after tax dollars is a 






function of the 






sarginal tax bracket of each az is show below: 
















Marginal Property, ‘tax in Attar 
‘Tax Rate Tax Paid ‘Tax Dollars 
Parmer 35 percent $3,000 81,950 
Businessman 50 percent $3,000 $1,500 
Urban Resident 35 percent $1,500 $1,500 





‘This comparison suggests that even if the assessment systen for 
lutban residents and business cr for urban versus rural was equitable 
uring some past period, there is every Likelibood that thie is no 


longer the case, However, if the eysten in the past was stzongly. | 






biased in favor of urban residents, then the systen is showing sone 






improvement. 





‘The property taxation burden for a low income farmer who pays 






Little ox no income tax renains as it was for his forefathers. For 






high income farmers, bowever, the payment of property taxes is now a 






lesser sacrifice in atter~ 





x dollars. On this count, property 





‘axation may be more regressive now than in previous periods. 











‘the changing importance of income tax relative to property tax is 
particularly relevant in Saskatchewan since Saskatchevan farmers pay 


nore incone tax than do farmers in other provinces as show in Table 





4.4, Similarly, Saskatchewan farmers control a larger land base with 





















‘Larger average farm size. 


rable 4.4 


NEP FEDERAL AND PROVINCIAL, INCINE TAX PAID BY FARES, BY PIOVIKEE, 1974-1979 





Saskatchewan Alberta Maniteba Ontario Quebec 





a4 = Raises GF Delian == 





we 132,912 84,277 26,223 82,754 
1978 31,208 59,658 13,320 64,757 
ri 98,368 5,641 15,784 56,960 
1976 y4s\282 70,257 35,403 62,680 
1375, 216,681 91,855 sro10 74,428 
= 1974 167,342 90000 37168) 19,752 





Source: Revenve Canada, Taxation Statistics (Ottava: various issues) 





Another factor vhich makes the sharing of the education taxation 
‘burden more difficult to measure 1s the introduction of property tax 
rebate schenes. Rebates are sate by the province to each individual 
‘ate payer in rural areas and in urban centers, The rebate has a 
prescribed maxcinum hich changes from tine to tine, ‘The rebate tents 
to reduce some of the regressivensts of the taxation structure since a 
small farmer (3/4 section) will have a larger proportion of his 
property ax rebated than a large farmer (10 sections). A grant 


subject to tax is less of a benefit to someone in a high tax bracket 








than {is to somone who is paying Little or no income tax. An after 




















‘tax income of $200 is equal to $600 before tax to a farm entrepreneur 
with a marginal tax rate of 50 seromnt, while a $600 income is $600 to 
farmer paying no income tax. 

‘The income tax systen has been changed on various occasions over 
the past fev decades. In the early 1970's, there vere numerous 
‘changes including the introduction of taxation on capital gains (50 
Percent of the realized gain) and the elimination of estate taxes, 
succession duties and gift taxes, Some have suggested that the 


federal goverment's introfuction of capital gains tax was directed 





ot real property.25 While capital gaine can accrue to real property, 
At can also accrue on Listed personal use property and stocks and 
bonds, etc. the previous systen of estate taxes, succession duties 
‘and gift taxes say have been harsher on the rural farm family in 
Saskatchewan which accumslated wealth ty land omership. rollover 
‘provisions for capital gains allow a farm fanily to postpone taxes to 
the next generation. 

Provisions are made in the taxation of capital gains to exempt a 
Principle residence—the fanily hone. This enables urban residents to 
realize a tax free capital gain on their fame, which for many. is | 
heir major asset. The farm home, however, is usually sold with the 
farm unit and not asa separate entity. the result 1s that a capital 
gin can accrue to the entire farm unit, part of which may be due to | 


the value increase in the farm hone, Unfortunately. the nature of 





saskatchewan Urban Municipalities Association, mp. 25. 














farm property transactions tend to swpress the real capital gain to 
the fam heme and as a result, the tax free status of a farm bone is 
fof eas value to a farm housshold than it is to an urban househotd, 

‘Again the effect of the tax structure is non-parallel between the farm 


and the urban resident and accurate comparisons of tax butJens become 





nore difticule, 





Other changes in the income tax regulations, as well, may have had 
indirect effects upon the equity of our property tax systen between 
individuals oming and operating varioue enterprises. tn the early 
1970's all farmers were required to svitch fram Schedule XVIT to 
Schedule XI for claining capital cost allowance on their depreciable 
assets, Schedule XI allowed 4 nore rapid rate of depreciation ard 
sed @ declining balance methot cather than the previous straight Line 
nethod. ‘The other difference vas that the trade-in value for used 
assets (0.9. a tractor) had to be subtracted from the existing 
Capital Cost ALlowance (OCA) pool when it vas traded in if it was on 
Schedule XI, This change created a short term benefit during this 
transition period for producers vio could trade in equipment 


Previously purchased an Schedule XVIT when purchasing on Schedule Xt. 





fe was no capital recapture on Schedule $VIE machinery which wes 
traded in and the new machine could be purchased on Schedule XE and 
depreciated at a moce rapid rate, Tt yas of greater benefit to higher 
Incone farmers as sone lov income farmers may have had incomes so low 
that no taxes wore payable, This made it very lucrative for producers 
to trade machinery during this period. 


Machinery sales increased sharply as this period also coincided 


With record wheat prices. The only assets which could receive the 
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temporary benefit during this transition period vere Flexiti 


se assets 
which could be traded—tractors, combines, 


facilities such as toy hans, 


balers, and so on. Fixed 
airy barns, quonsets ot feedlots could 
fee be used t2 echleve any benefits dicing the transition as they 


cond mot be *traded-int cn a new one. This transition i virtually 


ores 0 the temporary benefit afforded grain production relative to 


Hvestock production is ending.?7 ust ap this change favored geain 


Production relative t Livestock peadict ion, 





1p the 1940's when property tax was the najoc tax paid by 


famers it was important to generate as much 4s 
the family tare, 


noone as possible fron 
Tis may have meant growing wheat, feeding hogs, 
milking cow or keeping chickens or all of these if that caxhination 
would produce the grestest income, 
the 19304 


Pamers often lost their land in 
= AE they were unable to nest their property taxes, 


Property taxes relative to net income nov being lover than in previous 
Periods, 1¢ is mich easier to hold more land. 
{8 a maze of rules cre must follav. At 
complicate the taxation process, 


With income tax, thece 
the same tine that the rules 
they also provide ompoctunities to 
naxinie after-tax income by adopting certain strategies, 
‘tax, “what 1s done" is sonetines not as important as 
‘The system of the 19404 


"With income 
how fe fe done." 


' which taxed land moce heavily encouraged the 


Jans to be used intensively. Naw, the tax systen ro longer encourages 


Fa 
For other examples of the impact of Taxation on Ageiculture, see 
K.A, Rosaasen ‘ana’, Ward, = 


‘gation: The Invisible Hand in Canadian 
Peiigubre",, Canadian Jounal of Agricultural Soonemice Contes 
Proceedings, 1983, pti 
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the sane intensity of land use. Extensive farming has been revarded 
uring the past decade by the capital appceclation that accrued to the 
land base and by the changes in the CCA from Schedule HV2I to Schedule 
Xt during the transition period of the 1970's. 

(ne of the factors pushing in the ommosite direction has been the 
exemption of farm buildings in the Saskatchewan Rural Assesanent 
systen. Intensive Livestock units o major Livestock operations on a 
building site are taxed as cultivated acres on the site they ocomy 
rather than as inprovenents. This elenent in the assesment, sector 
favors Livestock within the property tax structure, although st may 
rot achieve equity of taxation based on ability to pay between grain 
and Livestock producers. 

‘The assessment system also generates differences between rural and 
lutban sectors. Houses are assessed in urban areas but are rot 
assessed on farms. This enables farmers to maintain large spacious 
houses with all the conveniences with no increase in property taxes. 
Tk must be recognized that services auch as water and sever must be 
ald for directly by rural residents and not as a part of property 
taxes. Hovever, sane cities currently levy an additional user fee for 
water ond sever. 

‘The farm land assesment systn is based on the productive value 
of the farm land. The urban business assessment {8 based on a 
Percentage of its historical market value, These relationships may 
not be constant over time although that is the implicit assumption. 
The assesment of urban residences is also based on sane reflection of 
market value, 


‘The school mill rates applied to rural property often differed 














from school mill rate for town and village property. For example, in 





the 1963-64 annual 





port of Mmnicipal Affairs, the school all rate 
fn 1963 wes 29.5 in the R.M, 304 (Buchanan) while the school mill rate 
fn the village of Buchanan was 34.0, ‘The school mill cate for rural 
VS. urban properties vas determined by the interchange of the 
Fepeesentatives of both rural and urban taxpayers, the move in the 
1970's to have all properties within a school division assessed the 
‘same mill rate transformed a system vnich could be tempered by the 
judgments and perceptions of the local taxpayers to one which was 
fenticely dependent upon the rigid assesment values of rural vs. urban 
Property. Any non-campatability of the assesment systen was 
Gimmissed and it ves presumed to be equitable between rural and urban 
residents. In the Buchanan example, the change transferred sore of 
the local education cost to the rural ratepayers. If a Durden 
example for 1963 was used, the school mill rate was 29 for the village 
of Dundurn end 33.0 for the R.M. 314 (Dundurn). In this case, the 
equalization of school mill rates favored the rural residents and 
shifted the education costs tovard the village, 

‘The averege school tax mill rate for 1963 wae 31.0 for villages, 
20.7 for towns and 29.0 for RAM.'S, This implies that the overall 
Airection of transfer was that the rural catepayers would pay a larger 
share of local education costs. 

‘Taxes for education are not derived solely from local property 
‘tas. The provincial goverment also collects taxes for education 
through a provincial sales tax and through income kanes. The nature 
of exemptions in the sales taxes may also redistritute income between 


rural and urban areas. Beemptions for farm inputs from sales tax are 









a benefit to farmers, As operating costs rise relative to total cash 












receipts, the value of this provision for farmers increases. The 
recent renoval of provincial sales tax on gasoline and diesel fuel vas 
a change that had the ogpoeite inpact. Famers vere previously exempt, 
foe many years thecugh the provision of purple gas and diesel untle 

others paid the provincial fuel tax. Although the gasoline tax may be 
Girected toward highay maintenance rather than education it still 
‘provides an example of how the relative tax turdens can be shifted by 
changes in regulations. 
Changes in the incidence of taxation and its equity can be 
















altered, not only in the manner by which revenues aze collected but by 
the mamer in which they are spent. Changes in the education delivery 
systen through centralization can result in increased costs for busing 
rural students into tom, and yet all sey for st. Alternatively, i 
rural students wore not brought into a central point, then the 
econamics of having larger schools, appropriately sized classes and 
copoctunities for a wider variety of curricular options would be 
reduced. 

Disticulties can also arise at the provincial level in tame of 
how the foundation grants are distributed. the amount of grant 
‘provided to each school division is available fron the provincial 
Department of aucation and the details on the formla were made 
wvailable to the authors by SETA, but {t vas beyond the scope of this 
‘paper to evaluate all elements used in the formla, Sinilarily, the 
formilas used in revence sharing with municipal goverments may have 
‘an inpact on the overall equity of the system based on ability to pay 


and/or the benefits received. ‘this, however, has not been examined. 






























One example that indicates the impact of changes nade in the 

Foudation grants to school division ie the adjustment in the formla 
for calculating the transportation costs for busing stulents. In 1982 
the formla provided $190 per daily eupil and $90 per daily kitoneter 
traveled, Dut in 1983 the formla yas adjusted to provide $100 per f° 
Gaily pupil and $115.50 per daily kilometer travelled, ‘the effect of 
fthis change in the provincial grant formula cn two selected school 
Givistons within the six which are used as case studies is outlined in 
eble 4.5. 

‘The table indicates the reallocation of provincial expenditures 
tovard areas with loy enrollment and large busing distances and aay, 
from areas with high enrollment ond shorter tusing distances. If 
these two divisions vere assumed to be the only two divisions within 
‘he province, then the application of new rates in 1983 resulted in a 
Provincial expenditure increase of $124,366, This expenditure 
increase vas 6.64 percent of the 1982 transportation budget. The 
Gisteibution of the increase wes $111,182 of 62.75 percent to 
Wooteiver and $23,184 or 17.25 percent to Parkland. This simlified 
erample is used only to show the direction of the impact of changes in 
the exmenditure formila on reallocation of funds between divisions. 

‘This example does rot attempt to measure the real costs of busing 
stuients various distances. The previous foemila may have been 
creating distortions vhich favored Parkland and these may now have 
been corrected. One might suggest that more ‘otal investaent is 
needed to transport 1,220 students in Parkland than 849 in Woodeiver. 
‘The number of stops would also be greater in Parkland and this say 


reduce the average speed of the bus and increase fuel consumption. 

















sto'zes 





= S°SUT x one" 


58 = oot X 168 





eyruzog zest 
ausut Tom C86t 








OGHODUISNS NE SIORNISIG "OEDS ct HD 
ununns nonbemodsivas Me) SUTIN SAE SEATYD SL 3D SOW SL 















Accurate costing would form a reasonabl 





basis for readjusting the 
comma. 


Another example of how emenditure polictes impact upon the 
‘overall fairness of the systom is the provision that the province say 
90 percent of new capital expenditures (4 mill maxinim or ten parcent 
at the local level). This provides a transfer of benefits to indivi~ 
uals who are in rapidly growing areas which receive new schools. 
‘These are mainly in large towns and cities as a result of the rural to 
urban population shift, Many existing schools were built in previous 
periods vhen the provinelal government vas less generous in its 
capital funding. 

‘The shove discussion {s intended to aseit the reader in under~ 
standing some of the complexities of aur current systen. Seeningly, 
small changes in one factor my have a significant impact pon other 
factors in the system, and those making changes should seek a fuller 


understanding of the inpact before initiating change. 
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ANERUCTVE MEAGUTES OF ABILITY 10 PAY 


S.1 Sone Problens in Past Comparisons 


‘the complexity of developing accurate nessures of ability to pay 





within the farm sectot ox between the fare and the urban sector should 





be recognized from the previous discussion in Chapter Tv. This 





complexity creates many pitfalls for those wishing to make direct 
‘comarizons between the per capita cost of education for rural versus 
urban residents, 

amples of misleading comparisons can be found in the report 


prepared by Wilkinson28 for S.A.R.M. Samples of the comparisons of 
municipal costs ond education costs are taken fran pages 18, 21 and * 
of the report and reproduced as Piguras S.1, 5.2 and 5.3, 


respectively. The argunent presented in that report is that rural 





dents pay a disproportionate share of the mnicipal and 
educational costs within a comunity, ‘This argument is based on a 
Girect comparison of local. taxes paid by rural taxpayers versus those 
residents in tome and villages, without any consideration of assets 
controlled, end disregarding the share of total taxes supported by 


noragricultural enterprises, {.e., potash mines, oil wells, etc, The 





First problem with euch a comparison is that it does mot attempt to 
develop even a crue measure of sbility to pay anna the various 


residents, The assessnent per capita might also differ widely (Figure 





23 1, witkingon, "Property Tax in Saskatchewan, 1982." 





Figure 5.1: MNICIPAL COSTS CAPITA ~ SELECTED CPARISAS GF TORS, 
VILAGS, IND RM.'S. 
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Figure 5.2: 
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4.1s(-d))- Pet capita tayation implicitly assumes all individuals 
have on equal ability to pay and that all are receiving identical 
benefits, Are the miles of road utilized by each group identical? 
Are the municipal services comparable? 

‘The second problem is that the comparison does not inticate the 
propor tion of taxes within the RM, which is levied on farm land or 
grazing leases relative to the levies on mines, ofl and gas wells, 
pipelines or railways, 


In Figure 5.1, for example, it is instructive to note that a mine 





{in Hart Butte Rural Municipality No, 11 accounts for $1.771 million of 
assesment vhile farmland and grazing leases account for $1.875 
niillion of the total assessment of $3.851 mtllion.29 Almost one half 
of the taxes Levied per capita would be attributable to the mine site 
(oe sites) within the municizality, No estinate is made of the costs 
of providing services to the mine(s) in the area but it is clear that 
the comarison is distorted when given on a dollar-per-capita basis, 
with the implication that it is paid entirely by rural residents. At 
a mill rate of 99.9 for RM, FIL in 1981 and farmland and grazing 
assesment of $1,771 million, the 456 residents in the R.M. would have 
ppald about S410 per capita rather than the $820.63 per capita 
indicated by Wilkinson. 

in Pigure 5.2, for the Rural Municipality of Lomond (Ra! No. 37) 
in the Wilkinson ceport, it is indicated that education costs in 


excess of $900 par capita vere paid. Th this RM, $3,593 million out. 


2 pata refer to 1961 confined taxable assessnent (rural mmicipali~ 
‘tles}, and were obtained fram Saskatchewan Rural AEESieS, Regina. 











(of a total of $5,808 million total assesment {s attributable to oil 
ad gas wells, Again, the amount paid by the rural residents is 


‘grossly overstated. The Rural Mnicipalit 





Of Scott, (RAM. No. 98) 
thas a high assessment because sone of the land is Regina heavy clay. 





this example, their educational costs are paid almost entirely by 
farmecs as grazing lease and farmland makes up $5.256 million of the 
$5,385 million total assessment for the R.M. The educational tax 
systen s therefore extrenely dependent wpon the equitabslity of the 
property tax assessment systen aince there are relatively small 
‘ifterences in the provincial nll rates for education, 

In Figure 5.3, data are presented in a misleading fashion. The 
Rural Municipality of Pense (RM. No, 160) shove an extremely high 
education coat per capita relative to other RM.'@, tome or villages. 
‘The RLM. of Pense had 1981 total assessment of $11,532 milion with 
farmland and grazing land being assessed at $4,731 million. Mines and 
‘ofl and gas pipelines wore assessed at §5.078 and §1.159 million, 
respectively. The per capita tax indicated is not pald in total by 
the rural residents farming in the area, aa their share is less than 
Dalf of the total ascesment in the Rt. 

{Te Is hoped that the recognition of sone of these complexities and 
inadequacies in some of the rocent methods of measurement will assist 


other authors in more accurately reflecting the actual situttion in 
rural Saskatchewan. 


5.2 Bhucation Bffort in Selected School Divieions and AbiLity to 2. 





TE would be extremely complex to sort aut all of the different 


forms of tares paid by various grows in society. sintlar aisti- 










culties would arise in comparing various enterprises within the farm 
sector and within various areas of the peovince—a task which is well 
beyond the scope of this study. 
In Chapter IT ve have 












provided an overview of the changes in 


‘efocaticnal funding during the past several decades. Following this 








{in Chaptor TY, ve compared property taxation with other indicators of 









the agricultural sector cn a provincial basis, This chapter is 
= focused on a sub-provincial basis. Tt examines educational finding 
within a uall number of school divisions. Indicators of the level 


of taves as well as incones and wealth, tere possible, are examined. 





Other factors, such as a groving versus a declining region, presence 




















of a intustry within the region, and distribution of producers by 
ssize of farm and gross incme levels were considered, ‘This portion of 


the stuty only Looks at the farm sector and makes no explicit evalua 





ton of urban versus rural taxation levels and theie ability to pay. 
Comparison of the relative ability to pay is made using the 
following measurest 
(Q) Taxable assessment on a per capita basis in various school 
Givisions, along with review of characteristics of the 
repion's agriculture intustey. 
(2) Comparison of mnicinal and school tax rates, 
(2) Comparison of per capita tax levy. 
(4) Levels of gross farm income por capita. 
(5) Average valve of sales per farm. 
(6) tavels of tax arrears. 
‘The school divisions exaninad in nore detail included Parkland 


(io. 63), Kerrobert lo, 44), Saskatcon ast io, Al), Canora to. 








37), Wood River fio. 6) and Weyburn io. 11), These school divisions 
are shown in Pigure 5.4/2). 



















he school divisions ware chosen to 
reflect the diversity that exists in rural Saskatchewan both anong 
school divisions and within then, There are differences in fam size 


apd enterprise mix, ponilation densiti 





and rates of grovth, land 
‘base, soil capability and the presence or absence of industrial 
activities within each area, 

‘The mmicipalities which were included in the analysis are those 
that are in or partly within the school divisions, es indicated in 
Figure 5.4(6) An initial overview of each of the school éivistons 
(2) is provided. the population levels and changes in it over the 
past three decades is shom in Pigires 5.5(a-f).20 qhis indicates 
‘that there are a fo RM." which have grown but most have undergone 
the decline which has been experienced generally throughout 
Saskatchewan. Those R.M.'s that are near major cities oc have 
developed major industries are the ones which have geom. 1¢ should 
‘also be noted that some are larger in size than others due to 
smalganation or other factors. R.M,'s in SD No. 37, Canora, have 
nearly trioe the level of population as the Rul.'s in SD No. 6. Tt 
should be noted that RAM. No. 43 is about four tines the size of the 
standard RM, in the province, This indicates the size of farm and 
relative population density between the two areas, Rut. data from the 


1976 census vere used to develop a brief sconunic profile of each of 





20 the format of providing information for all R.W.'s within a single 
school district {8 the sane throusbout unis chapter as that adopted 


{fot the Pigure 5.5(ef). The "a" will always refer to SDN. €2, b to 
SDN. 44 and so one 














Figure 5.4b¢ AURAL MIICIPALIITES RIGOMPASSED BY SELECTED scion OTvisraNs 
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Figure 5.5 acf continued: POPULATIONS OF MNICIPALITIES SELECTED FOR 
MERE TETAILED EOMDVATICN 





Figure Sf; School 
vision 16 


Source! pepartnent of Municipal Affairs, Amul Feports. 











source: tepartnent.of Municipal Aéfairs, Amual Reports. 











the school aivisions.3. the dotatled tables of population, Land use 
and crop screayes for 1976 are given in Ampendixx Tables AL and A2. 
Livestock marketings for 1981 are in Appendix Table AI. 


5.2.1 AReview of Agriculture, Industry and Other Boonamic charac 





teristics for Selected school Divisions 
Parkland ~ 8.D. No. 63, Nocth Central Saskatchewan 

‘The majority of fares (60-70 percent) in this region are less than 
760 acres, ‘The area {s nore densely populated with farmers than most 
other areas of the province. However, their income levels are 
generally below other regions. The distribution of farm cash receipts 
in 1981 is shom in Pigure 5.6 ond indicates a low income area, The 
Rut's included in the school division were used to compute the 
classification of the farms according to their gross farm {ncone.32 

‘The machinery and equipment value vas between $85 and $107 per 
‘cropped acte in 1976, ‘The anoint of sumerfallow in 1976 was between 
28 andi 35 percent of cropped acres. Up to 40 percent of the land 
within sone of the R.M."S is unimproved land or woodland. the 
assessed value of all the farm and grazing land in RM. numbers 464, 


493, ant 494 averages about $7.21/acre, based on the total ares of the 


32 1961 census data were not published by Statistics Canada on an Ril. 
basis. 


% one should mote that grose farm receipts can be influenced by the 
nix of enterprises within a region. For example, a farm with a scose 
income of $300,000 from vheat sales is deened to be a large farm. A 
similar food lot finishing 300-400 head per year could provide a 
$300,000 level of receipts. ‘This may not be of great inporeance 
becaise of the relatively mall numbers of cattle and bogs in the 
Stuay areas. 
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‘igure 5.6: DISTRIBUTION CP GROSS FAR RECEIPTS FOR PARKAND - 5. 
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28 77S 7S 7S 150280 
Gress income Per Farmer ($ '000"s) 
source: statisties Cansda, Special Carputer Rin requested by authors, 1981 


Rat. (961). The Rul, No. 555 has on average assessed value of about 
$0.72/acte in 1961 (part of the screage may be Crown Lana) .33 
‘the major crogs gcam vere vheat, barley and tame hay and sone 


carola and cats, ‘There are substantial bers of hogs and cattle in 





the district, as the RM.'s in this area mcket nearly twice the 
hnber of cattle and togs as does the average RAM. in the province. 
art of this is due to the larger than average size of RuW.'s and pact 


ts due to the anount of unimproved land in the area. 


33 pata obtained fron Saskatchewan Rural Affairs and refer to the 1981 
Confirmed Taxable Resesnents. 








Kerrcbert ~ §.0. No. $4, West Central 
Parn size in the Kerrobert area is larger than the provincial 
‘average with 50 to 60 neccent of the fares larger than 760 acres. ‘The 
area has a higher 1o-year average yield for vient, urum, oats and 
barley than the provincial average and canola yields are about equal 
to the provincial average, Famers in the area have higher incomes 
than the provincial average, The distribution of farm incomes in 1981 
ts shown in Figure 5.7 and indicates an above average level of income 

In the area. 
‘The machinery and equigment value was about $90 to $95 per cramped 
sere foc the region and approxinately 44 percent of the improved land 





es sumecfalloved in 1976 (pasture exclused). Agproximately 20 

Percent of the land in the total area s unimproved, with the Ruf. of 
Antelope Park io, 222) having the most unimproved land at 50 percent, 
and the 





(of Progress lo. 351) having the least unimproved Land at 
10 percent. ‘The 1981 average assessed value per acre of the total 
area is $10.30/acr6, 

‘The major crop in the area (1976) vas wheat with barley and oats 
compcising about one fifth of the wheat acres and with flax, cye, 
ccenola anf tam hay all coowpying only a minor fraction of the cropped 
acres. Livestock sales are not of great importance as only RM." 382 
and 382 show any significant volume of hoge marketed. RM<!s 351 and 
382 market sme fed cattle while Ruf.'s 362 and 411. predominantly 
market calves, 

‘The Rerrobert district has sme mnicinalities where oil and gas 


wells and pipelines contribute to the economic activity and the tax 


base of the area. 














Pigice 5.7: DISTRIBUTION OF GROSS FARY RECEIPTS FOR KEREBERT - 5.0. #44 
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Somce: Statistics Conada, Special Gxputer Rin Requested by authors, 1961, 





Saskatoon East bs 








Farm size in the Saskatoon east area is smaller than in the 
Kerrobert area, az 50 to 60 percent of the fas are under 760 acres. 
‘the distribution of farm cash receipts in 1961 for the area Ls shown 
in Figure 5.8, The influence of stall "bobby farms" is evident, 

‘the machinery and equirment value was about $105/croqped acre in 
O16. Approximately 40 percent of the improved land was, sumer~ 


falloved in 1976 (excluding pasture), Betvoon 15 and 20 percent of 





the Land in the area is unimproved, ‘The average 1981 assessed valve 


per acre of the total area is $10.88 per acre. 
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5.8: DISTRIBUTION OF GROSS FARY RECEIPTS FUR SASKATOON EAST - $.0, #41 
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Source: Statistics Canada, Special computer mn requested by authors, 1981 


‘The major crop in the area (1976) 1a wheat, with barley and oats 
being somevhat important. Other crops such as rye, flax, canola and 
tame hay are minor crops. Tane hay is important in the Danduen and 
CComan Park municipalities, Corman Park had the highest Livestock 
marketing in the Saskatoon East division and vas compeiged of noth 
cattle and bogs 

‘This area has several potash mines and sone satellite comunities 
Cf the city of Saskatoon. This has made it a growth area in tems of 


population ard an expanded tax base. 
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Canora = $.D. No. 37, East Central 
Farms tend to be smaller in the Conora area with 70 to 80 percent 


less than 760 acres in size, The distrituticn of fam receipts in 
2981 fs in the middle to lover end of the income scale, as show in 
Figure 5.9. 

‘The machinery and equipment. value in 1976 wes $110 per exceped 
acre, This slightly higher value may be partly because of the need 
for more horsepower in somewhat heavier soils and also the need for 
‘eater tineliness due to frost. The proportion of sumecfallow acces 
vas slightly under 40 percent in 1976. Agproxinately 20 percent of 
the total area is unimproved land, the average assessed value per 
acre s the highest of the areas studied, at $13.26 per acre in 1981, 
‘The major crop in the Canora area is also wheat, but barley ccaupies 
about trenty percent of the screage seeded to wheat. Oats end tane 
hay acreage rank thicd and fourth, followed by canola. Aye, flax and 
other crops are of minoc importance, cattle and hogs are also rela 


tively ininportant, as only the Rul, of Invermay No, 305, marketed 


‘over 1,000 steers or hogs in 2981. 








relatively large in the tod River division, as only 40 
© 50 percent of the farms are less than 760 acres. The larger sized 
farms in the area contribute to Aicher farm cash receipts per farm in 
1981, as indicated in Figure 5.10. 

Machinery and equigment investnent was almost $90 per cropped acre 
in 1976, Lighter soils and favorable weather conditions where tinelt 


ess is less critical my partly explain this lover level of invest= 





Figure 5.3: MISTRIBUTIGN OF GROSS FARM RECEIPTS FOR GAICRA ~ 5.0. #37 
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ent. There is a relatively high level of sumerfalloving in the 


area, at 44 percent, The proportion of the total area in the district 





which As uniaproved is about 30 percent. The Rut, of Old Post No. 43 


and Glen McPherson No. 46 have the highest proportion of unimproved 





land at 62 and 47 percent, respectively. The average 1981 assessed 
value for the total area is $10.25 per acre, This may appear hich 
relative to an ares like Rerrobert when cne considers sone of the low 
quality grazing land in the two municipalities 43 and 46 which are 
lover a third of the total area in the R.M.'s eelected. Kerrobert only’ 
had about 20 percent of its total area in unimproved land, 

‘The major crop in the area (1976) was wheat. Tane hay 48 the next 
rost important croo, with the R.M, of O14 Post having a third of the 
wheat acreage cropped in tane hay. Oats, barley and other crope are 
sinoc. Cattle and calves are reasonably important in RN's 43 and 


46. Hogs are unimportant except in RM, No. 76. 


Weyburn ~ §.0. No. 11, Southeast 

‘Farms in the Weyburn area are sinilar in size to the Saskatoon 
‘east area where 50 to 60 percent of the farms are lees than 760 acres 
in size, ‘The inome level is lover than In Reerobert and Wood River 
but higher than in the Canora or Parkland districts, The distribution 
of farm cash receipts by farm in 1961 is sham in Figure 5.11. 

‘the machinery and equipment value wes just under $95 per cropped 
sere in 1976, Aoptoximately 42 percent of the improved Land was 
sumectaliowed (excluding pasture). There is about 20 percent of the 
1and which 1s unimproved in the Weyburn district, 


‘The major cfoo in the Weyburn area (1976) vas heat. Barley was 









Pigue Slr SORA oF GUS FAR OOK FORME = $.0. HLL 












alice Ey asthors, 108, 


‘he second most important crop followed by tame hay and then oats in 
1976. Flax is a minor crop and rye and canola aro extremely small in 
tems of their acreage, 

‘Thore is a small sont of Livestock in the district with bo 


Rat 





Imarketing over 1,500 head of claughter steers in 1961. only 
the RAM of Fillmore exceaded 1,000 hogs macketed in 1981, with just 
lover 2,000 sent to market. 

There ore sone other activities in the area, such as ofl and gas, 


which also contribute to the econanic base of the region. 
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Selected Comparisons 





School Divisions 
‘These brief descriptions of far size, enterprise mix, income 
level and assessed value per acre in the various Rut. has indicated 
sone of the diversity within the region. ‘There are also differences 
{n Industrial activity in these regions as some have of1 wells of 
potash mines and others do act, The simple cmmparison of total 
assessed value for farm and grazing land for a ragion relative to the 
total area inficated that the Canora area had the highest assessed 
value per acre, On first glance, one might then suggest that farm 
{incomes and land prices would be highest in that area, but when one 
Jooks at farm size and farm numbers, the anall farm size suggests 
lower farm income. A more accurate measure of wealth, of a prony of 


ability to pay As per capita assesstents. 


Relative Per Capita Assesment Levels 


Per capita assesments for RIM's within the various school 





‘divisions are illustrated in Figures 5.12(a-f), Tt should be nated 
that these graphs indicate the total tax base of the area rather than 
just the farm land tax base, Por cumple, RM. No, 342, which has & 
potash mine, has a per capita assessment of nearly $20,000. Rll. No. 
S11 in the fringe agricultural area has an assesonent of less than 

$1,000 per capita. The assesment per capita in the R's in the 

‘Canora area (SD No, 37), for example, are below the assesmnent per 

capita in the Kerrcbert area—s0 No, 44, Part of the difference could 
be explained by differences in farm size. Since the total tax base is 
indicated in per capita assessment, one mst ‘mov the fara portion of 


the assesment hase to make accurate comparison. 





96 
‘Figure 5.12 a-f: PER CAPITA ASSESSYENT FOR SELECTED SCHOOL DIVISIONS, 
[ND SELECTED YEARS 


Per Capita Assessment 




















Figure 5.12 acf continued: PER APTA ASSESSYENT FOR SELECTED SCHOOL, 
BIVISiOS AND SELECTED YEARS 


Per Capita Assessment 






Figure 5.12e: 
Scieol Division #42 
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Figure 5,124: 
School Division #37 























‘the wide 44 





ferences in the isportance of agricultural assessments 





0 the Rul 





'5 in the study area are show in Figures 5.13(e-f). These 
indicate that all of the RM."s were primarily dependent upon agricul 
ture for 80 percent or mre of thelr tax base {n 1951. Now, some 


'S such as No, 343 and Mo, 344 collect only about one quarter of 





heir taxes from agricultural land. ‘The RN's that received more 
than half of their tax hase in 1961 from non-agricultural sources 
include RMS Nos. 36, 37, M2, 342, 344) and 200, Host Rats 
within the stuty area still depend cn agriculture for 80 percent or 


sore of the taxation base, 34 


5.2.2, Relative Levels of Municipal and School Tax Rates 
‘the municipal and the school tax rate for each of the R. 


show in Figures 5.14(a-f) and 5.15(a-#), respectively. the municipal 





tax rates show a greater variation than do the school tax rates. Some 
municipal mill rates are shout 50 mille, such as RAM, No. 37, while 

others such as R.M. No 494 exxeed 120 mills, This simple comparison 
does not recomnize differences in services or quality of roads which 

nay exist between these R.l.'s. It should he renanbered that Rul. No. 
37 receives about two-thirds of {ts tax Levy Eran non-farm assessments 
(igure 5.138), while RM. No, 494 receives only 10 peroant of ite tax 
levy from pon-agricultural assessnents (Figure 5.138), The school tax 


rill cate has a narrover range of about 75 to 100 mills in these 





34 mis study has not examined the costs which occur aie to potash 
nines, oll wells, pipelines ox evoanding hamlets within 4 rural 
mmunicioality. Sone cost increases could be expected in order provide 
the level of services required. 
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Figure 5.13 anf ontinued 
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MNIGIPAL TAX OE, SELECTED scioce, nIvEsras 
AND SELECIED YEAS 


Municipal Tax Rett 
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Figure 5.16 q-f cmtinued: MMNICIPAL TAK ROE, SELECTED SCHOML, DIVISIONS 
xD ‘eas 


Municipal Tex Rate 





Munieipel Tax Rete 
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Figure 5.15 anf continued: SCIOOL TAK MME, SELECTED scuceL, OIMESIOS 
xD emco0s 
School Tex Rate 














108 
Figure 5.15 anf continued: SCHOOL TAX RATE, SELECTED SCHOOL DIVISIONS 
AND SELECTED PERIODS 


School Tax Rete 


Figure 5.158: 
School Division #6 





Figure 5.15f 
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Givisions. again, RAM, No, 494 had the hichest mill rate, at 100 
sills in 1982, 


5.2:3. Level of Per Capita tax Lew 
‘The per capita tax levy in each RM. ds shown in Figures 5.16 


(e-#). this indicates that the per capita tax levy was highest in 
Rat, No. 342 at about $2,600 while at the lover end of the range Rate 
No, 493 had a per capita tax levy of leas than $300. This, however, 
oes not consider the needs in various areas, the level of services 
available therein or the ability of various areas to pay For 
example, RM. No. 342 had on assessnent of nearly $20,000 per person 
ue to the notash mine in the area. This wide difference mst not be 
loed in isolation end without developing @ reasonable perspective to 
say one RM, of group is paying too much of too little relative to 
another. 


5.2.4 Level of Gross Income Per Capita 


"The gross income level of the fara in the various school divi- 
sions vas calculated by the authors using the rimber of farmers 
reporting income and the Incane range they stated, The authors chose 
inid-points for the ranges to arrive at gross income ger capita.35 
This reflects the range that existe in the province, Figures 
5.17 (arf) invicates the gross incone/oer capita and the per capita tax 


levy a8 a percentage of the average gross per capita income from 





35 a commuter file vhich classified farms within a subdistrict in the 
province and indicated inceme range and acreage’ wes obtained Ey 
Special request from Statistice Canada. 








igure 5.16 a-fs PER CAPITA TRC IEW, (TOTAL ASSESSYENT) , SELECTED 
SGiccE DIVISIOS AND SELECTED PERIOOS. 


Per Capita Tox Levy 
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Figur 5.16 mf continued: PER ARITA OR MEE, TOMA, SESH 
‘SELECTED SCHL, OIVESIONS AND SELECTED PERECES 


Per Capita Tax Levy 














Pigure 5.16 a-f continued: FER CAPITA TRC LEW, (TORRE 
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‘SELECTED ScHOOL OIVISIONS AND SELECTED FERICOS 
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Figure 5.17 acts PER CAPITA TK LEW AS A PEICOMT OP DOME, AND LEVEL 
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Source: Dept. of tinicipal Affairs and statistics Canada, 
Special Am, 1981 
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Source: Dept, of Municinal Affairs and Statistics Canada, 
Speciai An, 1561. 




















agriculture, The gross farm incme catinate developed ty using the 


snig-points within the income range sme expressed on a per capita 
basis. Some RM,!¢ realized less than §10,000 per capita such as 


RMAs Nos. 464, 493, 494, 555, 314, 343, 344, 274, 304 and 205. 





No, $55 vas below §5,000 gross farm receipts per capita, As noted 
earlier in reference to Pigure 5.6 the enterprise mix can exaggerate 
the gross incane figure if there are major feedlots or hoy enterprises 
in the district. second factor which distorts on a per capita basis 
4s the lovel of population. RM. No. 344 has @ population of over 
6,000 due to the influence of Saskatoon and Rt. No. 349 has a popula- 
‘Hon emeeding 1,000. These large populations on acreages lover the 
‘ross farm income per capita. Tn most of the other RiM.'s, the lover 
gross farm receipts per capita is probably becuse of analler farm 
size and generally low incomes. 

‘The gross income per capita Je highest in RAM, No, 411 at over 
$5,000 per capita in 1981, The nore accurate comparison would be the 
‘gross farm incone per farm within the district, Figures 5.17(a-f) 
also distort the levy paid per capita as a percent of farm gross 
income since Lf the per capita levy is high because of oll wells or 
potash mines, the rural residents in the area are credited with having 
paid the total levy. Rim. No. 242, for example, indicates per 
capita levy which is about 15 percent of gross farm receipts per 
capita because of the influence of the potash mine and a somewhat 


higher population because of non-farm residences in the Rul. 








5.2.5 Level of Averaye Value of Sales Per Farm 
‘The average value of sales per far varies in the different areas 
of the province as indicated in Figures 5.6 - 5.1L, A aingle year, 
1961, {s not a reliable indicator because of the variation in exop 
‘conditions between regions which can exist in a single year, Unfor~ 
tunately, this classification by fam numbers and estinated grose 
income is only available for a census year. ‘The highest 1981 gross 
farm income was in School Division No. 44 and the lovest was School 


Diviston No. 63. 


5.2.6 Relative Levels of Tax Arrears 
In sumarizing this section, at one can observe, different 
‘easures of ability to pay yield a different nature of inequity in the 
funding of the rural education effort, Furtheroce, implicit in mch 
of the discussion here is the assumption that our taxable assessment 
systen is fair and equitable—an infarence ve exanine in detail in the 

next section. 

‘Tax arrears as a percentaze of total taxes levied provide another 
indication of how ability to pey in rural areas has changed over tine. 
Figures 5.18(@-f) indicate that there is 9 mich smaller proportion of 
outstanding arrears in recent years than in pest years. The RM.!s 
ray have outstanding arrears due to localized crop fatlures oc tight 
quotas respecting the grain produced hich reduces cash flow of 
Famers, The Ruts with the highest historical outstanding arrears 
‘are 1n 0 No, 63, Parkland. The School Divisions No. 6, Wood River, 
and Wo. 37, Canora, had the highest outstanding arrears in 1971, 


probably due to either weather or quota restrictions, ALL R.M.'s have 





Figure 5.18 af: TA 


igure 5,18 
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Figur 5,100: 
School Division #44 _ 
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stom substantial inprovenent {n tems of reduced arrears over the 
Perio’. RM, No, 303 in the Canoca division had the highest cutstand= 
ing arrears in 1961 at just less than swenty percent of the levy. The 
general reaction in mnicipal tax arrears may partly reflect the 
fnerease in the nonagricultural tax base which may be wp to date a 
fies payment of tax or it may indlcate that the tax burden has been 


reduced in real terms for rural residents over the past two decades. 


5.3. Bquity and the Texable Assessment. System 

Most of the debates over our taxation systen relate to the concept: 
of equity and feimness. Arguments Like "eh lives én tym and only 
ays $400 in tanes to send his four kids to school, and he gets sewer 


and water... paid $8,000 in taxes last year, I've only got one child 





{in school and I just had to fix my om pressure system and pay for the 
honey wagon," distort the real picture, 

‘The more often arguments Like this are used, the greater the 
appeal of the "beneficiary pay" concept. ‘The system would clearly be 
unfair f both had the same wealth and {noone and the costs of educa 
‘Hing each of the children vere identical—factors neglected in this 
fargment. John my have a relatively low income, modest touse and 
lives across the street from the school. the individual making the 
complaint my om six sections of land and have @ large show hone, 
‘bout 30 miles from school, Thee wealth is clearly different, as are 
the costs of education per student partly due to busing distances, 

Saskatchewan's current assessment systen 1s a proxy for ability to 
ay, but Like most mechanions, (¢ is not exact. Neither is our income 


tax system eract because of {ts loopholes and complexities. the 








assesment system for rural and urban residents are different. the 


urban system 1s based on historical market value—vhich may of may not. 
be relevant today—and the rural system is based on oroductive value. 
‘The systens may have developed sone historical relationships in the 
past which may no longer apply. The systens may not reflect the new 
conditions where fusiness or rural property taxae are deductible for 
Ancome tax purposes while taxes for an urban resident are not, TE may 
rot reflect the fact that urban residents can realize a tax free 
capital gain on their hone while a farmer say pay a capital gains tax 
on the home quarter, partly because of the increase in the value of 
his farm tome which may be difficult to document. The sncunt of 
capital gains on a rural residence are frequently less than on an 
urban ome due to marketability, 





Problens can also exist within the rural assesment system in 
tems of how it treats one farmer relative to mother or farmers in 
one region relative to ancther, Recall the problene of the flat Land 
‘tax just after the turn of the century—or the failure of the assess- 
nent system based on the market value of land to follow the ¢lide in 
land prices during the 1930's, Rigid systens based on formilas are 
vulnerable to becoming cut of touch with reality, perticilacly during 
periods of inflation or deflation, 

Several examples fron our current cural assessment system can be 
raised by economists, a8 oppoeed to soil scientists, The assessment 
syste 1s based on soll profuctivity tut it also considers other 
factors such as distance from markets or accessibility, ‘the assees- 


rent systen uses bo adjustnent factors that affect the economics of 


farming in various ragions of the province. Freight rate zones for 














the province are set according to the Crowsnest Pass Agreement and the 
assesment of the various mmicinalities are adjusted sccordingly. 
‘The adjustments In land assesstent for the various regions are 
outlined in Table 5,1, reproduced from the 1979 Rural Land Assesenant 
Manual, The map of freight ames 1s shom in Pigure 5.19. this 
fnficates that a farmer at Rerrobert sould have his land assesanent 
radioed by § percent relative to a farmer at Nooeomin with the sane 
quality of lad. If both profice 20,000 bushels for sale, the 

au 
8t $5.00 vbeat 1s $100,000, the $720 may be offeet by a property tax 





rence in freight on this volume is $720, The sales value to each 


reduction of 6 percent. Six percent of $4,000 in property tax is $240 
more taxes paid, The adjustment wes pit in place when grain prices 
nay have been at $0.35/bu. or $1.35/ou.y when a change of 3.6 
ccents/tu, represented an clenent of considerable importance. 
Boonomist talk about the marginel tax one pays. ‘The farmer at 
Movsonin in this case pays $240 more in taxes because he received $720 
mote for his wheat or a marginal tax rate of 33 percent. 

‘The fuel tax rebates schane outlined in Pigue 5.20 and Table 5.2 
indicates a similar adjustnent. the 4 cents/gallon Aifferential vas 
fan important contributor to costs ven fuel was 21 cants/gallon, but 
is rot today. This tine the farmers at Moosonin and Kerrobert both 
benefit relative to seneone neat Saskatoon or Regina, 

‘These simple observations lead to other questions Like bow cnet 
Aifferences ace reflected in terms of number of sumerfalloving 
‘cperations in various regions of the province—i.e., 4 tines in the 
southwest and 6 or sore sumecfallow operations in the north. 


Currently, this major cost difference is not reflected, 








‘Table 5.1 


AOOUSTMENTS FOR FREIGHT RATES 








eight Zone® ‘ajustment. (Percent) 





18 
ccd 
2 
a 
2 
2 
24 
3 








+ Foe sone boundaries see Chart #1 of the 
Appendix, 


sour 





ural Land Astessnent Manual, 1979. 


‘rable 5.2 


ADNUSIMENTS FOR GAS AND OIL PRICES 





Schedule Price (Jan. 1973) Dajustment. 
(Cents per Galion) (@ercent per Zone) 
Up to 25.4 ° 
ais 26:4 1 
268 = 24 2 
ais = 234 3 
28.5 Pie 4 





Note: For gas and oll price variations, see Chart 
#2 of the Apendix. 


(A combined schedule for freight rates and fuel 
prices (or Pcb.c.) as they apply to individual 


Runicipalities appears in a schedule designed for 
Field applications) 


Source: Rural Land Assessment Manual, 1979. 








































































































































































































































































































































































































Source: Saskatchevan Rural Land Assessrent Manual, 1979. Saskatchewan 
Mnicipal Affairs. 













































































































































































































































































Source: Saskatchevan Rural LandAssessrent anual, 1979, Saskatchewan 
wnicipal Affairs. 


























Tow are the irregular fields treated in the asseemant aystan when 
slowghs, bush or railvays cxeate field inefficiencies and inereste 
working time? currently, the deduction for these nagative factors is 
less than in the 1950's shen horses and mall tractors vere used. 
‘This appears contrary to the actual changes in costs, Large tractors 
‘generate greater ansts in operating on anall seregular land parcels 
than dia horses. 

‘To see if there vas any substance to the argument that the 
assesment system may be cut of touch with changes in costs and market 
values, a ypothesis vas made that land in the North end Bast 
(Parkland region) may be overascessed celative to land in the Brom 
and Dark Brown S011 zone, One mechanism to develop a comparison of 
land selling prices relative to assessed values in the various regione 
fof the province, Canora and Kerrobert School Districts were compared 
using the RM,"s indicated earlier in this report. Land gales in the 
to regions during 1982 vere comared to assecmante by a statistic 
fin Saskatchewan Agriculture, The total sales were 125 in the 
Rerrobert area and 158 in the Canoca area, Data from the Land ‘Titles 
offices were used and confidentiality of individual sales me 
maintained, The results indicated that if the sales value vas an 
average multiple of ascesmment in the Canora region of X it was 1.56x 
fin Nerrobert. or oample, if it vas 25 tines the aseeesnent at 
Cencea it was 38.5 tines the assesment at Kerrobert.36 


Te 1s ceconized that this mechanion may not capture building 





38 contidentiality prevents raporting the actual miltiple in the oo 
regions. 








values and that it may reflect more non-ara's length transaction in 















one area during a one-year period than in the other. Despite these 
qualifiers, it appears that further exmination of the assessment 
systen may be warranted. Tt is the assesanent system which determines 
how mich property tax one individual pays relative to his next door 
neighbor as well as others across the province, Many of the 
provincial revenue sharing schemes and the Foundation Grants System 
relate local tax burden and local ability to pay to the assessment. 
syste. 

Although only a fey olnents in the Rural Assesment System were 
examined, the ease with which factors could be found which appeared 
out of touch with current reality axggeste a thorough review of the 
systen {a required. the consistency of the Urban Assessment Systen 
relative to the Mural Assesment systen has undoubtedly been 
{influenced by changes in incone tanes, inflation and other factors and 
should therefore be included in a review. 








Chapter vr 
SIMARD COTUSIOS, 


61 Sumary 
6.1.1 The Property tase Debate 


Rarely in ts history has property taxation in North anecica 
received as much attention as it has in recent years—an era marked by 
skyrocketing proverty values, the enactnent of Proposition 13 in 

California and Proposition 2 1/2 in Massachusetts, Part of the expla 





ration for the rising local (property) tax burden is rising education 


coats. For example, elementary and secondary education costs in 
Saskatchewan were $188 million in 1970 and rose to $498 million by 
1979, this is a cost of $1,398 per student in 1979, alnost double the 
‘$746 per student in 1970. ‘The cost per student in Saskatchewan is 
‘Somevhat Lover than for a province such as Ontario and for Canada as a 
stole, Such comparisons mist te used cautiously since these costs 
aifterences reflect a variety of factors auch as capital construction 
‘couts, busing distances, salary levels and possibly the aye nix of 
students, 

During the past decades there has been a slight reduction in the 
Share of the total expenditure cn elenentary and sscondary education 
by peivate sources and an increase by public sources. The municipal 
share of clenentary avd secondary (B55) education expenditures has 
risen slightly during the 1972-1981 period, During 1950, local 
goverments raid for slightly over half of the total (Ris) education 
costs, but by the late seventies the local share had declined to about 


one-third, However, this has mot decressed the amount of funds 








required to fund E45 eiucation. In fact, the lecal goverment. outlay 


of $84.5 million in 1970 doubled to $164.3 million ty 1979, tecal 
goverment generate these revenues by imposing property taxes, AS the 
reed for funding BES education increased, 20 aia the lew for etucs- 
tional purposes: 

Rising property tawes has teen a matter of concern actoss North 
‘America for a cimber of reasons. First of all, these tax increnset 
make individiels ware of rising education costs, particularly at the 
local level where there is greater particization ty property omers in 
the denccratic process. Second, as a result of the rising burden of 
Property tax, the taxpayers are questioning whether peoperty taxation 
is an arpropeiate method of funding education costs. voce important 
4s the question of a third party establishing an individual's property 
taxy nowhere else does a third party establish the basis of the tax 
except for property ‘aves. Third, property taxes are unpopular 
because one cannot avoid then. One may be able to avoid incane taxes, 
as well as sales taxes, {¢ one is committed to doing 20, 

Property taxes are a contentious issue in the context of rural 
educational effort. some have argued that rural reaidents pay too 
high a level of property taxes to support efucation. Concerns over 
‘the use of property taxes as a souree of revenue for school bosede has 
been heightened by the shift in copulation during the past few 
Aecades, Saskatchewan has been a slow growth province in Canada 
undergoing a major population shift from rural to urban centers. AS a 
result, encolinent in rural areas has declined, busing distances have 


Iincceased, and consequently the cost of education for rural students 


has eigen. 








aL 


The equitab 





ity of using property tax to fund education has also 
been raised, Sone have suggested that alternative sources of revenues 
be used to finance rural education, particularly in light of declining 
enrolinents, 


‘This study was undertaken to address some of these questions 
elated to rural edwation in Saskatchewan, Anong these, che follow 


fg are noteworthy 





(1) fat is the Level of expenditure on R&S education in the 
province, and how does it compare with Canada as a vbole or 
ith gone other provinces? Furthermore, are the funds for 
this education predominantly through property taxes and how 
oes Saskatchewen compare with other provinces in Canada? 

(2) How does the increase in property tame compare with other 


types of taxes pild by farmers? Hoy do the past trends or 





changes in agriculture affect the cost of B48 eucation and 
ts financing? 

(2) How does the present method of property taxation relate to 
the “ability to pay" of rural residents, particularly 
Famers? 

‘The last question of "ability to pay" is addressed by examining 

Provincial economic indicators and various issues related to property 


taxes for six different school divisions of Saskatchewan. ‘These areas 

















Seheol Division Ko, 








Reasons for 
‘nd Name RM, Choice 

6 Weed River 43, My 45, 46, 74, 75, 76, Laeger grain face 
(Southwest) 104, 105, fo6 and canches — 

Jistion 

2 Weyburn 36, 37, 65, 67, 96, 97 Grain farms ~ som 
(Southeast) ining 

37 Canora 273, 274, 303, 304, 308 Sader mixed 
(Bast Central) Fare 

42 Saskatoon East 283, 213, 314, 342, 343, Choe to Urban 
(Central) 344, 372, 373 ‘Center = potash 

44 Rerrobert 320, 321, 322, 350, 351, Grain Farming - 
(est Central) 352, 352, 380, 38, 382, ol 

a 

63 Parkland 464, 193, 694, 555 Peinge Area 

(ore) aagctoaltare 





Bach of these school divisions is located in a unique area, Analysis 
fof these divisions sheds Light on the question of ‘ability to pay! as 
it relates to the question of rural education. 


6.1.2 the Cost of B&ueation and tea Financing 
Saskatcheven 1s somevhat unique in tems of the cost of rural 


fefecation, and also with respect ts financing it eheough property 
teres. The Latter type of uniqueness is hom ty the fact that 


Saskatchewan has the largest Land base of all Canadian provinces. 








‘example, in our province we have 66.2 acres per person, as azainst 
only 1.7 for Ontario, 1.9 for British Columbia and only 6.7 for Canada 
as a vole, 














‘The manner in shich education hae been funded has been changing 
‘ver the past fev decades, The funding requirenents, in a similar 
vein, are also changing because of many develoments such as: the 
‘exeation of larger school divisions, the continuing shift of rucal 
farm population to non-farm and urban centers, increases in provincial 
‘rants, the Saskatchewan Foundation Grants Act (1970), and a system of 
property taux cebates. 

ow mich do ve spend cn %4S education? Ducing 1980 we spent $571 
million, but that wns only 4.5 percent of cur economic wealth (as 
reasured by the gross domestic eroduct of Saskatchewan). Now, the 
qpestion—vto pays for this cost? The trend has been for the provin= 
ccfal goverment to shoulder an increasing proportion of educational 
funding, particularly until the mia-1970's, after which the provincial 
share tended to stabilize and then decline, ‘the local share daclined 
until the mid-1970's and then showed a anal increase. Provincial 
fares for education are generated fron general revenues and income tax 


{8 a mjor contributor. ‘therefore, it 1s important to review how the 


magnitude of property tax and income tax have changed for farmers 
uring the last few decades. 





During the 1940's, property tax used to be the major tax paid by 
farmers and exceeded income tax by a factor of 10 of more. Dueling the 
1970's, insane taxes have increased, and have becone more prominent 
than property taxes in some years. what does this imply for vho pays 
for efucation in Saskatchevan? Tt appeare that more and nore, educa 
ton is being financed by those sto have peld taxes to non-local 
goverments and less and less, ty omer of property. Farmers are 


song those paying more to non-local governments through ineene taxes, 











Any comparison of Saskatchewan educational costs, on a per capita, 





per pupil, o sane other basis, with other regions of Canada is, to 
say the least, misleading. This is because the cost of education can 
vary because of differences in capital construction costs, in the age 
Pyranid of students, in population density, and because of special 
education needs and by the priority attached by provincial or Local 
‘goverrments to efscation. the migration of people, marticularly 
rural-urban shifts in population, determine to a certain extent the 
need for certain types of expenditures, For example, in 1973 Saskat~ 
chewan spent roughly 7.5 and 7.7 peccent of the total education budget 
on capital expenditures and transportation, Saskatchewan capital 
ferpenditures were below the Canadian average of 14.3 percent. but 
busing costs in Saskatchewan were higher than the 4.0 percent average 
for Canada. ‘The latter can be defended in Light of needed transporta- 
tion services given the density of our popslation, But what about the 
former? Ary conclusion based cn one year {s somewhat risky but in 
general, capital costs are Likely to be highest in areas experiencing 
population growth. 

‘The funding of BS education through local govermente differs in 
the various regions of Canada. During the seventies, although the 
‘ocal governments in Saskatchewan have paid a slightly higher propor~ 
ton of education cost than the Canadian average, there are other 
regions, such as Ontario, where the local residents support an even 
higher share of the 26S educational cost. 

Blenentary and secondary elucation is only part of the total 
fucation effort in the province. During 1979, for example, $722 


snilion was emended on education at all levels, of which $498 million 
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as at the elementary and secondary level. 5S educational costs were 
69 percent of total expenditures. The rapid growth in post-secondary 
fefscation that cocurred over the past to decades has been supported 


by the federal and peovincial governments, This tas implicitly 





shifted the educational expenditures to the higher levels of gover 
nent. If local expenditures are expressed on a total education cost 
basis in 1979, rather than on an B4S educational cost basis, the 
proportion funded by local goverment declines to 22.9 percent. from 
33.0 percent, as show above, To further complicate the measurements, 
Saskatchewan has a rxoperty improvenent grant schene which provided = 
total rebate of $61.5 million to local residents in 1979-60. Tf this 
rebate were designated as on educational tax cebste by the province, 
then the Local share would be reduced to 14.3 percent of total atca 
tion costs. 

The issue of determining the changing burden of education costs is 
complicated by substantial disagreenent and son-conpatibility in the 
statistics from alternative data sources. The sumary has only 


utilized Statistics Canada date sources to this point. However, the 





ata from the Saskatchewan School ‘Trustees Association indicates a 
wide discrepancy in the expenditures relative to the levels recorded 
by Statistics Canada (eee Table 2.3 in Chapter 11), 

‘The difference in the total cwonditures can be partially 
explained by the federal funding of Indian and Tutt Schools, which 
{increased from $12.7 million in 1970, to $39.1 million in 1979, This, 
however, does not explain the difference in total expenditure levels 
‘of over $70 million in 1975 and over $135 milion by 1980, ‘The 


renaining difference is aie to factors such ae inspection, super 








vision, curriculm, guidance, texthooks, teachers superannuation, 
special education, adninisteation and other factors provided by the 
provinces. The provincial expenditure for Saskatchewan also differs 
from the level of grants received by local school boards by the 
factors Listed above. 

‘The difference between the provincial contribution as measured by 
Statistics Canada and direct paments to school boards were almost $40 
‘million in 1975 and noarly $58 million in 1979. ‘the property tax 
rebate fron the province is also shown in Table 2.3 of Chapter 12. 

‘These Aifferences in data bases account. for the alsfering propor 
tions attributed to various levels of goverment. statistics Canada 
luses a larger total cost including Tnult and Indians and provincial 
‘overhead and sininistration expenses. The result is that the local 
share is then a aller proportion of a larger expenditure. Despite 
these differences in the statistical source, both indicate that the 
local share of expenditures {s increasing from the level of several 


years 290. 


6.1.3. the Changing Face of Rural, Saskatchewan 

‘The predominant industry in rural Saskatchewan ie agriculture, tt 
{5 also eqected to be the major industry in the foreseeable future, 
although there may energe small pockets of non-agricultural industrial 
development in some rural districts, The past trands in sgeiciltuce— 
increased farm size, reduced farm numbers, recurring peoblens of cash 
Slow and ineone Instability, and rural-urban pogulation shifte—are 
‘expected to continue over the next decade or even longer. ach of 


these has implications for the funding of education in rural Saskat~ 


chewen. 
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Farm cash receipts have increased in Saskatchewan, but the growth 
‘nas been plagued vith large yoar to year variations, ‘The cost of 


production has also increased over tine as nore purchased inpute—such 





as pesticides, machinery and fertilizer—are being used. As a result 
net farm incone has show sone sharp fluctuations, particularly airing 
the 1969 to 1975 period. Depending upon the level of realized net. 
farm income, property tawes constitute anywhere between 6 to 34 
percent of realized net farm income, with an average of about 10 
percent, In the period after 1975, these taxes are very sinilar to 
their level in the 1950's and 1960's, 

ow does realized nat farm income, and the property tax burden 
translate in terns of ability to pay? There have been some subtle 
changes in agriculture, Income from farming (net farm income) for 
same individsals constitutes only a small proportion of their total 
income, Based upon 1979 taxfiler data, one may conclde that net farm 
{incom for farmers with less than $35,000 gross income accounts for 
only half of their total incene, For a smaller farmer, grossing less 
than $7,500, off-farm income contributes over 95 percent of his total 
ret income before incane tax. Even for the category which has a gross 
farm income over $45,000, net farm income constitutes only 80 percent 
fof total income before taxes. Therefore, it does mot appear 
reasonable to compare property taxes only with net farm income since 
{it would exaggerate the burden of property taxes. 

Secondly, one should also note that the property taxes paid by a 
farmer are out of his before-tax income as against a wage earner (with 
no business Interests), vbo pays property taxes aut of his after-tax 


income. Depending unon the type of tamayer, the eine anount ($1,000) 











‘of property tax paid translates into varying levels in terms of 


after-tax incone, For a farmer, vis-a-vis an urban resident, the tax 
burden is reduced to $650, assuning a 35 percent marginal. tax bracket. 


‘mhirdly, property taxes have not kept pace with the Inflation ir 





the value of property. During 1951, property taxes wore about 2 
percent of the value of Land and buildings, By the mid-seventies this 
proportion was down to cne percent and by 1981 it was about 0.6 
percent. 

‘Thus, although the above discussion illustrates that, in general, 
property tanes have became a enaller proportion of property values, 
the fluctustions in a producer's ability to pay may be significant, 
particularly shen it relates property taves paid to realize net farm 
incane—a crude measure of a farmer's cash flow. It is these fluctua 
‘Hone in agricultural ceturns which make the impact of property tax a 
destabilizing factor on a profucec's cash Flom—it hits hardest vhen 
be is in a tight eltuation. this, plus the fact that a low income 
producer pays the sane tax on a section of land as the high incane 
producer, accounts for the regressive nature often attributed to 
property taxes. 

In terme of demography, the moet striking change in rural Saskat~ 
‘chevan is that of a rural-urban shift in population. By 1982, sppro- 
imately 20 percent of the population resided on farms as against 50 
percent during the early fifties. Other changes have also ocourred, 
including a declining birth rate and staller fanily size. the baby 
boom of the post-war period has already moved through the elenentary 
land secondary schools. ‘The changing mix of rural/arban stufents has 


also meant adjustments in students teacher ratios, the closure of rural 


schools and new constevetion in cities. 
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natitutional, changes also affect the incidence of eaication costs 
‘on Saskatchewan residents. Both the property tax and the income tax 
systens have changed in the past few decades. One of the significant 
changes during this period is the amount of income tax paid by all 
Canadians. These changes have been brought about by increasing the 
rnarginal rate of tax for a given level of income. This has also 
rontetbuted to the regressive nature of the property tax. AS a 
farmer's income increases, the same property tax in after tax-incame 
Socreases. 

‘The system of property tax rebates reduces, in part, the 
regressive mature of the property tax, A lov incone farmer with a 
‘mall land base my have a larger portion of his property tax rebated 
than a Larger farmer. 

Changes have also been sade in various tax regulations, such as 
the treatment of capital cost allovance and the change from Schedule 
BVIT to Schedule XL. Sone of these changes, which treated flexible 
assets favorably dicing the transition period, say have favored grain 
production relative to Livestock, When property taxes are a large 
proportion of the total taxes paid, it encourages the producer to use 
land intensively. when ince tawes are growing in inportance, income 
‘eax management becomes an important part of managing a farm and my 
not encourage the intensive use of Land. 

Recent changes in the forma used for calculating the grants to 
school boards indicate that provincial expenditures on education sre 
belng reallocated in favor of those school districts that have a low 
fenrollnent and long busing distances, The 1982 formula provided $190 


per daily pupil and $90 ver daily kilometer travelled. ‘The 1983 




















cormala provided §100 per daily pupil snd $115.50 per daily kileneter 
travelled. The effect of this change in the provincial grant formila 
fs to give a mich Larger proportion of increased funding to sparsely 


popalated school. divisions. 


6.1.4 An Bguitable system of Financing Béscational Costs 

TE the education system 1s to remain accessible to all, it should 
be recognized that there is a public good cxmponent in providing 
education, ‘The difficulty arises in determining how the government (8) 
shuld finance education costs. Generally speaking, the goal of 
equity in taxation is accepted by mst, The teen ‘equal sacrifice! 
rather than equal payment probably reflects the view of a equitable 
systen. Fairness, however, can also be viewed as those who benefit by 
‘the use of service should be taxed nore heavily. These two criteria 
ace often source of disageeenent and are exined in the context of 
‘the rural. educational effort in Saskatchewan. 

‘mere are two types of equity: horizontal equity, in which those 
who have similar characteristics should be tamed equally and, 
vertical equity, in vhich those with different levels of income and 
wealth should be taxed disferently. Tn the context of eucation, 
horizontal equity has very Little relevance, for it is difficult to 
Gefine taxpayers with equal characteristics. The vertical ity 
peineiple may therefore be preferred but “equal sacrifice’ is a 
Aieticult concept to strive for. Tt 1s easy to see that a tax of $100 
for a farmer earning 4 gross income of $7,000 is much higher than for 


another farmee grossing $70,000 per year. what 15 not easy to decide 





Se at what level of tax the sacrifice would be eqial for these to 
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Farmers. If the equity principle is pursued to the extrene it may 
remove the incentive to work for individuals in very high marginal tax 
brackets. ‘This could be undesirable for society as well. 

‘The users pay" or "beneficlary pay" principle is regarded as fair 
‘by some and in come instances it is easy to administer as well. ‘Those 
ho use a public service more should pay more for it. However, the 
system is not equitable, for those who use the service moce since they 
nay not hive the ability to pay. Furthermore, if ene takes the bene 
Ficiary-pay peinciple to the extreme, then st leads to abeurdities— 
Liquoe tax should only provide benefits to those vo drink and sick 
people mst cover all of their cm medical costs. Indeed, pice “user 
pay" says there sno need for government at all. A systen which 
incorporates a part of the user pay principle bower, may be 
effective in curbing inefficlencles and abuse. A free good is 
sonetines wasted or destroyed by the beneficiary 

In cmsidering a beneficiary-pay principle for generating taxes 
for efucation, one mist address the question of who benefits fron 
efucation, the individual cbtaining education benefits fron a higher 
stream of income in the future, But benefits to society are also 
generated indirectly farmers benefit from improved technology which 
1s generally produced by people with higher education. Benefits also 
acorue from the production of a variety of consumer goods, an 
adaptable work force, and a system vbere law and order is respected, 
[ALL of these are again Linked to education and provide benefits viich 


fare not captured by the individual, 











6.1.5 Alternative Measures of Ability to Pay 


Various studies in the past have attempted to compare property 

axes for various rural areas, az well as to compare these with urban 
areas. perhaps in an attenpt to demonstrate inequities. An exseple of 
a misleading cowarison accurs in the 1982 S.A.RuMl, report en property 
tars. Table 6 in the S.A.R.M. report indicates that the per capita 
education costs in the R. 





‘of Lamond (No. 37) vas $907.90 in 1981. 
‘This is compared vith toms and cities in the area which were paying 
ess per capita, However, if one looks mre closely at the source of 
this revenue one finds that only 13.8 percent of the alleged tax levy 
4s paid on farm land and grazing lease assesment, The oll and gas 

wells assesment is $3.6 million of the total R.M, assessment of $5.8 
nillion, Clearly a nore reasonable estinate of the education costs 


paid by farm 





dents is about $307 per capita, Businesses in toms 
and cities also ray taxes tovards education and it is mot only urban 
residents that support urban education. Simplistic comparisons often 
are virtually meaningless, 

er capita comparisons of taxes paid mist scsime equal levels of 
wealth to be equitable, Assessment value per capita is a crude 
measure of level of wealth in various ccmnities. These values 
Aigfer significantly anon and beteen RuMl"'8, ID's, villages, toms, 
of citles, Over tine, the growth cates in these values per capita 
have also differed. 

[A comparison of these values for two regions may be misleading as 
well, For example, an RM, with a potash mine would have @ much 
Iisher assesment per capita; a similar case would be for a city or 


tom with sone industry. thus, comparison of nual and urban per 


‘capita property assesment is not entirely valid. 





Keeping the above in mind, six school districts were compared in 
tems of school funding, and ability to pay. Per capita assessnents 
{in 1981 ranged anywhere between $900 in the Parkland area to $20,000 
{in Saskatoon Bast. Differences in these values reflect speclal 
economic activity such as 2 potash mine relative to a fringe area 
agriculture, 

‘The school tax rate is very similar in various regions of the 
Province. However, the per capita tax levy shows large variations 
‘fram one school division to an other, For example, Rutt. 342 had a per 


capita tax levy of $2,600 vhile the RM. 493 had a per capita tax of 





below $200. this comparison however does not consider the relative 
needs for other municipal services in various areas, the level of 
service avallability, or the ability of various areas to pay. AS 
rated above, Rul, 342 had a potash mine and this, a high assessnent 
Per capita. The wide differences in tax levy mist rot be used in 
isolation, without developing reasonable perspective, to conclue 
that one Ral, or a group of RM.'e is paying too much or too Little 


education tax relative to another. 


6.2 Conclusions 
The arguments over hoy mich property tax various menbers of the 
conmunity should pay will undoubtedly continue Af our brief history as 
a province is ary indication, The system has been evolving as 
residents sought a pragmatic mechanisn to provide local services on a 
basis that sas acceptable to the comunity in toms of its equity. 
‘The current systen is far more complex than the glaring inequities of 


fa lat land tax faced by cur forefathers, Nonetheless, moaitive 








limprovenonts are possible even if they were to simplify the system to 


make it more understandable. 

‘The changes {n eoonenic condition and in other institutions have 
Created changes which impact upon the equity of the property taxation 
systen, Income taxes, the rules for taxing capital gains, the elimi- 
nation of estate and death taxes and others have been alluded to. The 
income of farmers has also increased and off-farm income has become 
‘much more important. Inflation has been a tax on creditors and a 
subsidy to those holding real goods ot property in tems of its income 
reallocation effect, ‘The extstence of large industries that generate 
revenues within local boundaries provides a large tax base and might 
have been considered an equity peoblen by our forefathers. Pact of 
this has been alleviated by the sharing of potash revenues with 
surrounding municipalities. As with every change, be it in foundation 
‘tents, the assessnent, systan cr some other revenue sharing forma, 
there are often both winers and losers after the change. The 
complexity and sone of the interrelationships within our taxation 
system have been outlined belefly in this report. ‘The reader tas been 
‘cautioned that {t can be very dangerous to Jump to conclusions based 
on simplistic arguments and partial information. 

In making comparisons of property taxes paid by various indivi- 
@aals or classes of people, this stufy has show that simple and naive 
‘comparisons sre misleading. Comparison of tax levies for school 
Aistricts is a very complex topic, and camot be aleqately handled 
within the tine and resources available for this study. 


‘unis study indicates that famece in Saskatchevan my not be 


paying "too mach" property taxes for financing elementary and secon 








Gary education if measured based on historical levels and changing 
levels of income and wealth. Farmers are currently paying propecty 
taxes on a land base sinilar to that of several dacades ago to educate 
3 mich smaller proportion of the children which are enrolled in 
Saskatchewan schools. 

"The cost of educating a student in 1975 yas estimated at $1,398 in 
Saskatchewan, as against $1,493 for Canada. Furthermore, until. the 
snig-1970's moe and more of the expenses were being covered by the 
federal and provincial goverrments, and less and less by local govern 
rents, if total educational costs are considered, in Saskatchewan, 
local governments financed 57 percent of ES education in 1950, a 
share that has declined until the mid-1970's and is now on the rise. 

‘This study suggests that there are inequities in our system of 
Property taxes. But then no tax eystem is devoid of inequities. 
Property taxes are regressive for sul farmers. Our assesment 
ssysten is not perfect, and at tines could create distortions from 
region to region. The present systen of astessment faile to take into 
eccount many of the important factors Which influence the value of 
Jap and nay cause nore distortions than society ie willing to accept. 
History should have taught us that keeping an assesment system 
current when it is based on a formula is a perennial problem. ‘There 
have been three inportant changes in the rucal economy and a farmer's 
ability to pay: one, farmers pay property taxes before paying income 


tax (ie, it is @ deduction). Tho, for sany farmers, farming is not 








the only source of income, Off-farm incomes ate becoming nor 


important over tine, and partleslarly for the snaller farmers. Three, 





the oysten of peoperty tax rebates hae dampened the rogressiveness of 


property taxes. 








1E the property tax were to be progressive as is the accepted norm 


for many other forma of taxation, increasing levels of assesanent 
would be taxed at higher rates, Scne, however, would argue that the 
large landholder educating only one child is paying more than his fair 
share already. Furthermore, 1f one was 0 argue for more support out 
of other types of tax reverse, this would mean those taxes aust rise, 
and that may be equally unpalatable for some taxpayers. 

The determination of the burden of property tax levies on rural 
residents for education given the income tax rules, foundation grants 
end recognized emenditures, property imrovenent grants, the recently 
anounced rebate of edveation tax on the hone quarter for farmers, apd 
the lack of direct comparibility between rural and urban assessnent 
make At an alnost impossible task. 

Difficulties vere encountered in torms of data gaps due to a 
change in the annual ceports which occurred when Municipal Agfairs 
split into Rural Affairs and Urban Affairs. The individuals contacted 
for Information were professional, polite end co-operative, However, 
some of the information requested was unavailable, some was being 
computerized and a lot was forvarded in a set of unbound tables. The 
following suggestions are provided as 2 means to improve data avail~ 
ability in ocder for local authorities, researchers and decision 
rakers to be better informed and reduce the chances of misinterpre- 


tatlont 





(1) publish more comprehensive annual reports in both Racal 





Acfaire and Urban Affaire similar to the format of the 1960's 
apd early 1970's, 
(2) publish the List of grants received by each school division 


and the formula used in arriving at it, and 
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2) maintain a List of the recipients of property tax rebates 
classified by Rut, city, tom and village in major and 
regional Libraries. 

Te As our view that sone visible inequities plus periodic misin- 
terpretation of data because of the lack of readily available 
published sources threatens to undermine the confidence which has 
previously existed in the property tax system, There will be 
increasing pressure to have property taxes reduced, particularly when 
econanic tines are lets buoyant than dicing the 1970's, The farm 
sector will probably experience less buoyant tine during the mid-19008 
than the sector aid during the mid-1970"s. 

‘mere is also a need to recognize some of the areas which mst be 
nore fully examined in ocder to make positive anendnents to the 
‘current systen. Sone factors are: 

(2) Improve our understanding of the costs of education per 
Child, hat are the cost differences in educating rural 
vveraus urban children? Children in nev expanding urban areas 
versus other areas? ho should capture the econanies of 
scale in centralizing schools—the comunities, toms and 
villages which bus their childcen to larger centers? Or only 
the larger centers who benefit from an expanded set of 
classes available vith no long bus rides for their child 
(chitareny? 

(2) Provide research results prior to making major changes in 


allocation formilas and evaluate the expected inacts (e, 





fechool bus costs in the forma). 


() tnitiate a comprehensive review of the assessnent system in 











Saskatchewan for rural and urban proper' 





Currently, 
their compatability and comparability is questionable as 
‘furdanental changes in the tax system (1.e., Income taxes) 
have an impact on the rural versus urban tax burden,37 

‘The equity of the rural systen of assessment between various 
regions of the province appears to be questionable due to the wide 
range in market values relative to the assessed values (J.es, the 
multiple). The factors used in determining assessment are added up 


very precisel; 





however, the factors used may have lost much of thelr 
relevance and may be quite outdated. Possibly other alternatives t0 
assessment might be considered, such as market values for toth rural 
anf urban properties as a comon base for assessnent, Those mst now 
be recorded for land titles and income tax and could be indexed using 
sone of the current assesment techniques and might ensure a greater 
degree of consistency than currently exists 
|A further consideration might be to ask that the education tax 


levy be a deductible expense for incame tax purposes 90 that 





it would 
be comparable between farmers, urban residents ond business, Dona~ 
‘tons to church, schools and university tuition fees are examples of 
hore pelvate costs for education are considered deductible. 

Another consideration is the discrepancies which arise on a 
provincial basis due to requests for revisions in local areas wien 


reassessment coours, The RM, secretary has considerable authority 


37 me authors suggested this in a presentation to the SSTA Anwal 
Nesting in Noverber, 1983 ad are pleased that such a review has been 
Snnounced ty the Saskatchewan government in 1984, 
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and the council acte ae the local court of revision, It my be to the 
aivantage of a coucil to hold assessnent lov and move the mill rate 
higher in order to maxinize the available benefits fron provincial 
cost sharing pcogeams. Revisions to the system should seek greater 
congruity within the province. 

{In conclusion, no tax systen is perfect, but this does mot mean 
that all tax systens mist therefore be discarded. The challenge is to 
seek inprovenents to existing systems. A note of caution should be 
given to those seeking the total elimination of education taxes from 
property. Currently, the local expenditure provides local benefits to 
your children and same local autonomy. Tt 1s also, in the case of 
famers, a contribution paid in "before tax dollars." If it is 
removed, then it must be funded by other forms of taxation such as 
Income taxes, sales taxes or others, These taxes are often from 
‘after tax dollars" and often only a very small part of these flow 
back to local regions fran the federal and provincial governments. 
Sone of the tax room created might also be taken by the municipal 
government for local services. 

‘There is a need to develop a more comprehensive understanding of 
the Links n the funding of rueal eveation, urban education and 
mmicipal revenoe sharing schemes. Until these Links are better 
understood and an improved information hase is developed, those who 
make the ultinate taxation decision wlll do so in an information 

‘The taxation aysten will evolve whether or rot this information is 
available, For the eysten to be fair and equitable, and therefore, 
sustainable, this inforntion base and an understanding of the impor 


tant Links mast be developed. 








Aspe, Ta. “ibe Carter Report on Taxation: An Objective View." 
‘foe Carter Report: "A General Comment, Yenéreal:” he 
‘Byultable Thoone Tax Foundation. 1974," 


Eger, B. The Rationale of Tayation in Saskatchewan, Saskat~ 
Sheen Toya Comtaston on Foatlon se0hy tor 3 Regn 











3. Frooman, .J-1 WE. Thompsonj and C.ll. Chappell. the Saskatchewan 


"system of Rural Land Assessment.” Saskatchewan Departnent OF 
Minicipal Affairs, Second B4ition, 1950. 





Langlois, Herve Oscar, “Tax guilty in Taxation and School 
Pintnse: "A Relationship Between Property and Income Bases Sn 
Alberta, Census Ragions*.. Unpublished Ph.D. Dissertation, 
University of Oregon, 1974. 


5. Moffatt, H.P, and Brom, Wilfred J, "New Goals, Now Paths: the 
Setcch for a Raticnale for the Financing of Eéscation in 
Canada. CTP Project. on Bascation Finance: Pinal Report. 
Ottawa: Canadian Teachers Federation, 1973. 





{os8. 


7. mirtepon, Dade An Analysis of the Foundation Geants Act, 1970 and 
Tea Application to Saskatchewan School Units, M.Sc. Thesis ~ 
Bascat ion. 





8. Province of Saskatchewan. Report of the Royal Camission on 
‘Taxation ~ 1965 Queens Print 





9. Report of the Comittee on Scheol Finances and School Grants. 
Rayinar 1933. 





10, Report of the Royal Cammission of Inquiry into Farming Conditions. 
Roginar 192. 


LL. Report of the Royal, Comission on Taxation. Ottawa: 1966. 
12, Report of the Royal Comfssion on Taxation, Regina: 1936 


13, Report of the Royal Comission on Taxation. Regina: 1965. 


14, Revere Canada Taxation. Taxation 
‘Woas-1981, Canada 








Statistics, Annual Reports, 








asi 


15, Rossasen, Kate, and Ward. B, “Taxation: The Trvisible Hand in 
Canidian Agriculture." Canadian Journal of Agricultural 


Beonanies Conference Proceedings? 1983. 


16, Sanida, Dexter David, the Relationship Bebroen Rural, Depopulation 
‘Md Ability t© Pay in the Larger Scheol Units. in 
Saskatchewan, Unpublished MES, thesis, University of 
Saskatchewan, June, 1975. 


27. Seskatchpan Agriculture, Tagrinulture statistics." Aeoina 


18, Saskatchewan Department of Municipal Affairs. "Annual Report of 
‘the Departnant of Monicipal Affairs". Regina: various years. 


19, Saskatchewan Rural Affairs, Rural Land Assessnont Manual. Regina: 
1979. 


20. Saskatchewan School Trustees Association. “The Money, the Piper 
andthe Baucation Tune: To What Extent Should the Federal 
Government Finance Elewontary and Secondary Bducation?™ The, 
Poregrounder, Vol. 1, No, 1, January, 1976. 


21, Saskatchewan School Trustees Association. "School Pinance: Local 
‘Responsibility Based on Local Accountability". The 
Foregrounder. Vol. 1, No. 2, Novenber, 1976. 





22 Saskatchewan School Trustees Association. The Financing of Public 
Supported Schoola in Saskatchewan. SOTA Research Centre, 
epee No, Ws Reginat Saskatchewan School Trustees 
Association, 1576, 


23, Saskatchewan Urban Municipalities Association, "Recormendation 
for Local Goverment Pinancing in Saskatchewan.” July, 1982. 








24, SchacE, M,2. "A Report on Declining Rural Population andthe 
‘Thplications for ‘Rural Education." Saskatchewan School 
Trustees research report mo. 17. 1974. 


25, Statistics Canada. Advance Statistics of Baucation. Catalogue 
No. Aln220, ‘Ottawa: Various years 





tistics Canada, Decade of Education Finance: 1970-71 to 
{g75-00, Catalogue tio, 1-560. Ottawa. 


21, statistics Cenada, 1976 Consus of Canada: Saskatchewan. 
Catalogue no.” 96-208, —Ottavar various Issues. 


28, Statistics Canada, Bducation in Canada: _A Statistical Review, 
talogue no, 0{-209. Otemar various Issues. 


28, Statistics Canada. Historical Comendiun of Bducation Statistics 
se: contasecation to 1575. Catalan ror ESO. OCCT 








20, Wilkinson, 1. "Property Tat in Saskatchewan, 1982." Prepaced for 
the Saskatchewan Aseoclation of Rural Municipalities [1903] . 








APPENDIX A 


SELECTED ORGA BY SCHOOL, DIVISIONS. 








+s panuyauco 


aces 
siete 
Ust6t 
s39"0y 
eye's 
HOE 
sus"st 


29909, 
Brass 


ersten 


nuctos 
bree 
c0s*99 
66" 


0‘ 
2z0°29 





gente peotcer 
60°8T 
Zon" tet 
soctoct 
eat ct 


sector 
sietzts 
eec*zct 
one" set 
eettoct 
Pass 


soattor evo" 6et 
sostert z1s*0uz 
tzotay—L60"eYe 


ounces 
tac's6e't 
T19'9zt'6 
zoe 
ostieee'2 


Test199"8 
ctots96' zz 
5a2'tz5'6 
Gen'9z9'9 
Froteer'3 


SL OO E 
sonrscs's. 


oot rer'ot 
‘c0*060"t 
‘ten zt 
Ext*act 02 
Oe toy 62 
resect 
ose zee" tz 
ste*ezo'et 
ace cet’ 


90°69" te 
Oost tee"9z 
‘Sec noes vor 
Sot*R6C'09 
oe" 9a6'sz 
Seevoestnz 
09*902" 12 
(036 6z6'0C 


Tuetacet ze 


oz 
oy 
808 
w 
6 
6 
bd 





zepon—Te301 


ue pur 


25 

ta 

ava séot220y “226 
Serene TE 
SrePHeO “02E 


$e ete 
arom “Ene 
” semuot0) “2ye 
" sanpond “FE 


Tye worssare To0s 


Poonseg “469 
FSTAFG ToOKs 





(916) 8 














srr Burpee 


cep vorsara ro%s 





vopartndoa 









wo TY ara 















































oce 209, o28uytT9H 

owt acer 

196 = 

zs vz usa 

9 oz peowot 

so - name 
ty worsrard Toss 

ot sot yong exoFA “901 

‘ oot are 8919 “<Ot 

‘ a sanogranes9 “POT 

— oz ‘ulaoeny "9L 

st us yeas owta “SE 

By ces SAT POON “PL 

2 oe woss04g2K UTD “9h 

= eot't eroxwen “6 

as ne souaenen “9 

299t 304 010 “Cy 
96 vorerara T90K9s 

6 06 casts raatg susie easoas *60¢ 

or ts tiers 1L'9—_09stos ‘veueuond “308 

ad 29 Seoet Seats NaN ‘Ker “C06 

see cy dress, coasts met poeg “Hz 

169 909 Server ayptte 29668 BuyprTs “C12 
ep SorsTATA TooH>S 

poseadey fen pooexota ee ee 
oon 
vere 





ponoyauoaz-y era" 





SV Noouasys 
ass, 
ue 
oct 

et Tyee 


vunpona ye 
srepetou Ce 
uaepanay C2b 

39 TUE 


tye worsrata ToOWDS 


soara Brn ss6 
pone) 969 
eotarTONs C5 
ae91 999 


2e9¢ wovsrara To0Wes 








suosfoq onag poas9t9g 942 037 T96T 205 sBUpIOANK DOISIRTT Cry aTEL 





159 


get Soamrnayatty urmayoaeyers 






































» : 
% 
fr if 
ou H 
: 
ae 
se ae 
ist a eqe1 POOD HLT 
oe 4 STITH BurPrIS. £42 
ee 
oe, 
ae oo 




















310.78 
S774 
no. 119 
Rosaasen 
‘An historical perspective on the rural 
education effort in Saskatchewan 


DATE DUE 






































sme ye 8.808 
ose 









































ee 
AN HISTORICAL PERSPECTIVE ON 


THE RURAL EDUCATIONAL EFFORT 


IN SASKATCHEWAN 


RESEARCH 
CENTRE 


o~ 
ssta 
VT 


Saskatchewan School Trustees Association 














LIBRARY 


APR 24 1991 


‘THE ONTARIO INSTITUTE 
FOR STUDIES IN EDUCATION 







AN HISTORICAL PERSPECTIVE ON 
THE RURAL EDUCATIONAL EFFORT 


IN SASKATCHEWAN 


By 
Kenneth A. Rosaasen 
and 
Surendra N. Kulshreshtha 


S.8.T.A, Research Centre Report No. 119 


A report with recommendations prepared under the auspices 
of the Saskatchewan School Trustees Association Research 
Centre 


September, 1984 


Note: The opinions expressed in this report are those of 
the author and may or may not be in agreement with 
SSTA officers or trustees, but are offered as being 
worthy of consideration by those responsible for 
making decisions. 


THE RESEARCH CENTRE 
SASKATCHEWAN SCHOOL TRUSTEES ASSOCIATION 
#400 - 2222 13TH AVENUE, REGINA, SASKATCHEWAN 














‘The authors would like to thank the two students, Kevin O'Grady 
and Patricia Miller, who worked during the sumers of 1982 and 1983 
respectively on gathering and graphing background data and 
information, ‘The authors are also grateful for the co-operation and iad 
patience of Craig Melvin and for the assistance provided from various 
Provincial government departments in gathering data not readily 
available. Special thanks go to Fiona Bishop (Rural Development) , 
Rick Kilanski and D.M, Innes (Urban Affairs), and Mike Makowsky 
(Saskatchewan Agriculture). Thanks also are due to Mike Shumsky of 
Statistics Canada for arranging a special computer run. We greatly 
appreciate the helpful review coments which were received fran Dr. R. 
Nicholson, Craig Melvin and Dr. H. Furtan on an earlier draft of this 
report. Final thanks are to John Sproule and Clare M. Fairbairn for 
editing and proofreading and to Debbie Stefaniuk and Lynne Sargeant 
for typing. 
Funds received from the Saskatchewan School Trustees Association 


for support of the students are gratefully acknowledged, 


TABLE OF CONTENTS 


Chapter 


ACKNOWLEDGEMENTS ., 
TABLE OF CONTENTS . 
LIST OF TABLES wee... 
LIST OF FIGURES 








T INTRODUCTION .. 
1.1 Need for the Study’ 








1.3 Method of Analvsis 
14 Organization and Scoce 


JT AN HISTORICAT, OVERVIFW OF FDUCATIONAL FUNDING IN 
SASKATCHEWAN 
2.1 Learning Pram’ Past “Problens 
212 Historical View of the Changing Baucational ‘Syston’ 
2.3 An Overview of the Changing Levels and Components 
of Educational Funding 














TIT PRINCIPLES OF TAXATION ..ssseeeeeeeeee 





TV GHANGING BOONOMIC, DEMOGRAPHIC, AND INSTITUTIONAL 
4.1 Econom’ 
4.2 Demographic Features 
4.3. Institutional Factors . 







‘V ALTERNATIVE MEASURES OF ABILITY TO PAY . 
5.1 Some Problens in Past Comparisons . 
5.2 Education Effort in Selected School Divisions and 
Ability to Pay .ssssseeeesee 

5.2.1 A Review of Agriculture, Industry and Other 
Economic Characteristics for Selected School 
Divisions .... 
5.2.2 Relative Levels of Municipal and School Tax’ 

Rates ... 

Level of Per 
Level of Gross Income Per Capita 
Level of Average Value of Sales Per Farm 
Relative Levels of Tax Arrears .+..+++ 


























1 The Broperty ‘Tax Debate. ageees 
12 The Cost of Education and ts Financing’... 
3. The Changing Face of Rural Saskatchewan .... 
4 An Equitable System of Financing Educational 
Costs « 

6.1.5 Alternative Measures of 
6.2 Conclusions ...ssseeeeeeee 
























109 


129 
129 
129 
132 
136 


140 
142 
143 


150 
153 





LIST OF TABLES 
































Tables 

2.1 Property Tax Rebate Expenditures ctedboeschens 

2.2 Property Tax Rebates Farn-Urban Expenditures Breakdown . 

2.3 Provincial Expenditures in Saskatchewan on Elementary 
and Secondary Education ..+s.s++ 

2.4 1981 Cultivated Acreage per Capita for Canada and 
Selected Provinces . 

4.1 Farm Income in Canada by Source .. oven 

4.2 Sources of Income for Farm Taxfilers in Saskatchewan ... 

4.3. Average Net Income of Farm Tax Filers, by Source and by 
Level of Gross Farm Inceme, Saskatchewan, 1979 ..+.+e+e+ 

4.4 Net Federal and Provincial Income Tax Paid by Farmers, 
by Province, 1974-1979 . 

4.5 The Impact of the Change in the Foundations Grant 
‘Transportation Formula on Two School Districts in 
Saskatchewan .. 

5.1 Adjustments for Freight Rates 

5.2 Adjustments for Gas and Oil Prices .. aeons 

A.1 Population, Capital and Land Use for Selected 
Municipalities ag 

A.2 Crops Grown in Selected R.M.'s, 1976 

3. Livestock Marketings for 1981 from the Selected study 





Regions .... 








Page 


1s 
20 


ral 


26 
46 
47 


48 


63 


n 


124 
124 


154 
156 


158 


LIST OF FIGURES 




















Figure Page 
21 Saskatchewan Expenditures on Primary and Secondary 

Education, 1950-1980 < h 
2.2 Saskatchewan Education Expenditures as a Percent of 

Personal Incane, Selected Years . sae 
2.3 Canadian Bducation Expenditures as a Percent of 

Personal Incame, Selected Years . ~ 2 
24 Education Expenditures as a Percent of G.D.P. for 

Canada and Saskatchewan, Selected Years 1s 
2.5 Saskatchewan Elementary and Secondary Education 

Funding by Source, 1970-1979 . ae - 36 
2.6 Canadian Bducation Funding by Source, Selected Years 16 
2.7 Property Taxes Relative to Income Taxes Paid by 

Saskatchewan Farmers, 1941-1961 . 2 
2.8 Municipal Share of Primary and Secondary Education 

Costs for Selected Provinces, 1951-1981 .. 26 





























4. Saskatchewan Farm Cash Receipts, 1951-1981 ......-- 36 
4.2 Farm Input Price Index, Western Canada, 1961-81, 

for Selected Itens .. yetedieaes Ey 
43 Saskatchewan Farm Operating and Depreciation 

Charges, 1951-1981 .. ce 
44 Saskatchewan Realized Net Farm Income, 1951-1982 .. 39 
45 Saskatchewan Farm Operating and Depreciation 

Charges as a Percent of Farm Cash Receipts, 

1951-1981 . 40 
4.6 Farm Cash Receipts for Selected Camodities, 

1951-1981 .... 4 
47 Numbers of Census Farms and Total Population in 

Saskatchewan, 1956-1981 .. - a2 
4.8 Off-Farm Employment in Saskatchewan, Selected Years 42 
4.9 Saskatchewan Land Prices, 1951-1981 » 3 
4.10 Property Taxes as a Percent of the Value of Land 

and Buildings in Saskatchewan, 1951-1981 45 

























4.1L 


4,12 


4.13 


4.14 


4.15 


4.16a-d 


4.17 
4.18 
4.19 


4.20 


4.21 


4.22 
4.23 
4.24 


4.25, 


Sel 


5.2 


5.3 


List of Figures continued 


Property Taxes as a Percent of Farm Cash Receipts, 
1951-1981 ... 





Property Taxes as a Percentage of Realized Net Farm 
Income, 1951-1981 ., 





Farm Debt in Saskatchewan, 1970-1981 





Saskatchewan Farm Debt vs. the Average Value of 
Farm Land (Including Buildings) in Saskatchewan, 
1970-1981 .... 











Saskatchewan Realized Net Farm Income Relative to 
Farm Debt, 1970-1980 .. 








Saskatchewan Per Capita Assessment: R.M.'s Versus 
LID, Village, Town, and City, 1951-1975 (a) R.M. 

vs. LID, (b) RM. vs. Village, (c) RM, vs. Tom, 
(a) RM. vs. City .. 











Saskatchewan's Population, 1911-1981 .. 








Saskatchewan Farm and Total Population, 1951-1981 . 


Population of Resident Farmers in Saskatchewan, 
1951-1975 ...4. 











Population in Rural Municipalities in Saskatchewan, 
1951-1975 





Population in Local Inprovement Districts in 
Saskatchewan, 1951-1975 ..... 





Population in Villages in Saskatchewan, 1951-1975 . 
Population in Towns in Saskatchewan, 1951-1975 .... 
Population in Cities in Saskatchewan, 1951-1975 ... 


Saskatchewan Student Enrollment by Grade, Selected 
Years s+... 











Municipal Costs/Capita, Selected Comparisons of 
Towns, Villages and R.M.'S ..ssseseeeeeeeee 





Education Costs/Capita, Selected Comparisons in 
Battlefords and Weyburn Region . 








Education Costs/Capita: Towns and R.M.'s Adjacent 
to Potash MINES ...eseeeseeeecerererees 


50 


SL 


53 
56 
56 


37 


57 


58 
58 
59 
59 


él 


4 


5 


Pigure 


5.4a 


5.4b 


5.5 (arf) 


5.6 


5.7 


5.8 


5.9 


5.10 


5.1 


5.12 (af) 


5.13 (ef) 


5.14 (arf) 


15 (a-£) 





5.16 (a-£) 


5.17 (@-£) 


5.18 (a-£) 


List of Figures Continued 


School Divisions Selected for More Detailed 
Examination 





Rural Municipalities Encompassed by Selected School 
Divisions <eeeeeeeeeee 








Population of Municipalities Selected for More 
Detailed Examination . 





Distribution of Gross Farm Receipts for Parkland 
S.D. #63 





Distribution of Gross Farm Receipts for Kerrobert 
-S.D. #44. 








Distribution of Gross Farm Receipts for Saskatoon 
East - S.D. #41 . 








Distribution of Gross Farm Receipts for Canora ~ 
S.D. #37 « 








Distribution of Gross Farm Receipts for Wood River 
= 8.0. #6 








Distribution of Gross Farm Receipts for Weyburn - 
S.D, #11. 





Per Capita Assessment for Selected School. Divisions 
and Selected Years . 








Percent of Tax Base Related to Agriculture, 
Selected School Divisions, Selected Years . 





Municipal Tax Rate, Selected School Divisions and 
Selected Years 





School Tax Rate, Selected School Divisions and 
Selected Periods .. 





Per Capita Tax Levy (Total Assessment), Selected 
School Divisions and Selected Periods « 





Per Capita Tax Levy as a Percent of Income, and 
Level of Gross Income, Selected School Divisions 
and Selected Periods ... 





Tax Arrears as a Percent of Total Tax Levy, 
Selected School Divisions and Selected Years ...... 


Page 


aL 


a2 


83-85, 


87 


89 


90 


92 


92 


24 


96-98 


100-102 


103-105 


106-108 


qo-112 


1x15 


118-120 





List of Figures Continued 


Map of Saskatchewan Showing Freight Rates (Per 
Hundred Weight) Designated by Cost Zones for 
Practical Land Class Derivation oer 


Map of Saskatchewan Showing Gas and Oil Price 
Adjustments Used in the Saskatchewan Assessment 
System .. 





1.1 Need for the Study 

‘Total costs for primary and secondary education in Saskatchewan 
have risen from $188 million in 1970 to $498 million in 1979, and to 
$852 in 1983.1 the rising cost of providing education has increased 
the awareness of property omers, mmicipal governments and the 
provincial government, of their respective share of education costs. 
‘The funding of education via property taxes has been questioned by 
some; in fact, some argue that education funding should be totally 
removed from property taxation. Some argue that tuition fees should 
be levied so those who benefit pay (i.e., those attending educational 
institutions); while others suggest that income taxes be used to 
finance education, since it is a better indicator of an individual's 
ability to pay. Property taxes have been called obsolete, unjust, 
regressive and theoretically unsound by some groups; yet, they have 
persisted as a stable revenue source for municipal governments and as 
one of the major sources of funding for education. 

Property omers often balk at increases in the mmicipal and 
school tax mill rates on the grounds that they are rising too rapidly. 
‘These complaints are clearly heard ty local governments, since the 
reeve or mayor can easily be confronted by local residents. Residents 


can maintain a tighter control on local government and their taxation 





1 paucation costs are for Grades 1 to 12 as recorded in Statistics 
Canada, Cat. No. (81-560) and (81-220). 











and expenditure policies than they can on provincial or national 
governments. Witness the recent rebellion of California taxpayers 
that culminated in proposition 13, which affected both local and state 
‘level expenditures. 

‘The funding of education has been addressed by several studies. 
One study for the Saskatchewan Association Rural Municipalities 
(S.A.R.M.) has suggested that the system is not equitable since the 
taxes paid in support of education by rural residents are mich higher 
than those taxes paid by their neighbors in towns and villages.2 
‘These comments and criticisms suggest the need for a further analysis 
of the income available to rural taxpayers in Saskatchewan vis-a-vis 
the property taxes paid in support of education. This study was 
designed to fill this need. 


1.2 Purpose of the Study 

‘The purpose of this study is to review the changing level of 
education taxes collected through property taxes and to examine how 
Property taxes have changed relative to rural land omers' ability to 
Pay. More specifically, the objectives of this study are: 

(1) to document the increasing costs of elementary and secondary 
(E68) education and the changing mix of federal, provincial, 
and municipal taxes paid in its support; 

(2) to briefly review the principles of taxation and some of the 
conflicts which exist in alternative taxation sources and 


mechanisms; 


2 1, Wilkinson, "Property Tax in Saskatchewan" (Study prepared for 
S.A.R.M.), 1983) p. 5. 
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(3) to describe major changes that have occurred in Saskatchewan 
with respect to (a) farm structure, and (b) total taxation 
structure and the impact which these changes have had on Es 
education costs and revenues; 

(4) to provide a brief overview of taxes paid in support of edu- 
cation for individual school divisions within the province; 
and 

(5) to examine alternative mechanisms to estimaeability to pay. 


1.3. Method of Analysis 
‘This report begins with a brief historical overview of the educa~ 


tional funding system for the province of Saskatchewan. Time series 
data are used to explore past interrelationships between major 
variables, such as farm income, farm real estate values, education 
taxes levied on property, and income taxes on a provincial (or, where 
possible, sub-provincial) basis. Economic and institutional changes 
that have affected agriculture in Saskatchewan are highlighted. 
Alternative methods to estimate the ability to pay are outlined and 
comparisons made, The provincial support to specific ‘sub-provincial 
education divisions is examined relative to the estimates of ability 
to pay within the region. 

A diverse set of six school divisions was chosen. The range of 
economic conditions include areas with sparse population, predomi- 
nantly grain producing farms, small mixed farms, large grain farms, 
marginal northern fringe agriculture and a rural-urban fringe. These 
diverse situations may exhibit different noteworthy trends, which may 


shed further light on the question of ability to pay. 











‘The purpose of the study is to examine the current situation—not 





to indicate what ought to be, The study will therefore not make 
recommendations with respect to the level, form or means of collecting 
taxes; nor will it address any issues regarding the educational 
delivery system or issues related to any qualitative or quantitative 


differences of various educational programs within the province. 


1.4 Organization and Scope of the Study 

The remaining report is organized in five chapters. Chapter two 
Provides an historical sumary of E&S educational funding in Saskat~ 
chewan, Chapter three outlines some principles to consider in 
designing a tax system, Chapter four provides a review of past trends 
in economic, demographic, and institutional variables. Given this 
background on principles of taxation, and the review of past trends, 
in chapter five we develop alternate measures of ability to pay, and 
uuse these to examine six school divisions in the province. The last 


chapter provides a summary and outlines areas for future work. 


Chapter IZ 


‘AN HISTORICAL OVERVIEW OF EDUCATIONAL FUNDING IN SASKATCHEWAN 


2.1 Learning From Past Problems 

‘The reason for taxation is simply stated—to secure money. 

The rationale, or logical basis for the particular system 

imposed in Saskatchewan is less evident. Indeed, an examina~ 

tion of taxation practices over the years reveals little in 

the way of broad Lines of policy designed to co-ordinate the 

various fragments of taxation into what might properly be 

called a system, Instead, the consideration of those respon- 
sible for taxation measures in Saskatchewan has been directed 
largely to individual levies, rather than to the develoment, 

‘Of a cohesive system along the lines of a general principle? 

‘The above coment by Eager on the failure of the taxation prac- 
tices in Saskatchewan to evolve as a part of a cohesive system with a 
guiding principle, is useful in understanding and explaining the 
diversity of tax measures that have been utilized in the past. Local 
revenues were raised by voluntary contributions in the early years of 
the history of taxation. Taxation practices have ranged from a local 
head or poll tax (sometimes paid in the form of labor), a flat land 
tax, a local incone tax, a provincial property tax, to the current 
systen of rural and urban property taxes. There have been continual 
adjustments and changes to the system over the years ranging fron 
school boards phasing out tax collection,’ to increasing grants from 


federal to provincial to municipal governments under increasingly 





3 pager, The Rationale of Taxation _in Saskatchewan, Saskatchewan 
Royal Camtission on Taxation Study No. 3 (Regina: 1965) p. 1. 





4 mia. p. 14. 











complex formulae for cost sharing. 

‘The complaints regarding the burden of taxation and the mechanism 
for sharing that burden are not new. Eager indicates the early 
complaints of the local tax burden by referring to a report by the 
chairman of the Local Government Board in 1922, who argued that the 
Payment of the general expenses of the tom "is a heavier burden than 
the ratepayers can possibly carry."5 The sharing of the taxation 
burden within the comunity was also a concern. A Committee on School 
Finance and School Grants, appointed in 1933, commented that: 

Owers of property, especially farm property, are carrying 

too great a proportion of the school tax burden through 

Present general property taxes. Greater emphasis should be 

Placed on an income tax for salaried and professional classes 

and an a production tax for persons engaged in agriculture, 

‘such a tax to be collected like a sales tax. 

‘The complaints of landholders vs. professionals were not the only 
ones to be heard. Complaints arose within the rural community prior 
to the First World War in terms of how land of differing quality 
should be taxed. 

Even prior to including the flat rate levy in the new minici- 
Pal legislation, Premier Scott had found himself defending 


the existing system against complaints from ranchers because 
the tax on grazing lands was the same as on wheat lands.7 


The impact of the taxation system in terms of how it influenced 





5 cited in Eager, p. 12. 


© Report of the Comittee on School Finances and School Grants 
(Regina: 1933), p. 45. 





7 cited in Eager, p. 8. 
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individual decisions and resource allocation was recognized. 

Perhaps it would be well to consider whether too high assess- 

ment and taxation of land only suitable for grazing purposes 

does not induce omers to break it up in the hope of getting 

‘a greater return from it. If 90, a rate of taxation consis= 

tent with the producing’ value of the land should be an 

encouragement to use such land for the purpose to which it is 
best adapted.8 

Other goals were also pursued through the taxation system, as 
exemplified by the surtax imposed on all landowners with more than 
three sections of land. ‘The purpose was to promote settlement and 
cultivation and 'get' the speculator.9 The tax was soon replaced by 
the Provincial Wild Lands Tax. 

‘The evolution of cur assessment system has been one of the major 
mechanisms through which an equitable sharing of the taxation burden 
has been sought. Early legislative provisions (1905) had provided for 
land to be assessed at its selling value in the current year, but 
since no instructions were given a flat rate was used. By 1912-13 the 
impact of Henry George's view that improvements to land should not be 
tawed resulted in legislation taxing land at its actual cash value, 
exclusive of the value created by the erection of buildings or other 
expenditures of labor or capital. 

Some equalization of assessment within the province began one year 
after the Patriotic Tax was introduced in 1916 with the establishment 





goa Repatt of the Royal Commission of Inquiry into Farming 
felons, (Regina:1921), p. 38. 


9 Eager, p. 17. 











of the Wild Land Tax and the appointment of the Wild Land ‘Tax Commis 

sioner. He was given the power to order any changes in assessment of 
any mmicipality so it would bear a correct relationship to others in 
the province. 

Changing economic conditions had impacts on the system of those 
early years. High interest rates in the early years of orld War I 
resulted in prudent businessmen withholding taxes to earn interest; 
the penalty for late payment of property taxes was thereafter 
increased to 12 percent. By 1915, it was reduced to 8 percent since 
the Poor economic conditions had many individuals "at wit's end" to 
meet their taxes. 

Conditions were generally buoyant for a brief period prior to the 
depression of the 1930's, The depression and drought caused much 
hardship in rural Saskatchewan. Part of it was augmented by the rural 
Property tax system, which was very slow in adjusting the assessed 
value of land downward as land prices collapsed. The problens of the 
Period can be sumarized as follows: 

Despite the five years of drought between the assessment 
years 1929 and 1934, involving an enormous reduction in the 
income productivity of the land,.there has been only a 


negligible reduction in the value of land. This value 
dropped from roughly $884 million in 1929 to roughly $870 


million in 1934.10 
One of the recommendations of the Taxation Commission report was "that 
every mmicipality, rural or urban, be reassessed by view at least 


every five years." ‘The guidance suggested was that, "in making the 





1° Report of the Royal Commission on Taxation (Regina: 1936), pr 62. 











at 


assessment. the actual market value of the property should determine 
the assessed value, and the income productivity of the property over a 
period of years should be a major factor in determining such assessed 


value...."11 





As Assessment Comission was established in 1936 and it initiated 
a study of rural land assessment in the province. Sone of the major 
findings of this comission were: 
(2) that a complete lack of equity in assessment value existed 
between mmicipal units, and in many cases, within the units 
thenselves, 
(2) that extremely high assessments were imposed on inferior 
soils as compared with fair to good and excellent grain 
producing soils, and 
(3) that a common practice of assessing all lands on a flat rate 
basis existed.12 
‘These major findings in the Freeman Report of 1938 resulted in a 
new system of land assessment in 1939, the "Freeman System of Assess- 
ment." By 1948 the initial assessment of the occupied portion of the 
Province had been completed. 

Tt is interesting to note that the report of the Royal Commission 


on Taxation in 1965 also had concerns regarding the rural assessment 





‘There is an urgent need that the present rural land assess- 
ment system be revised. ‘The revision should concern itself 
with updating the present system and restructuring the 





a Tbid., p. 183. 


a2 Saskatchewan Rural Affairs, Rural Assessment Manual (Regina: 1979), 


p. 17. 











system, recognizing basic changes in factors affecting the 
assessment procedure.13 


‘The recurring problem of keeping the assessment system current drew 
harsh words of criticisns from the Royal Commission report: 


income approach to rural land assessment is adequate in its 
conception, but wholly out of date in its construction and 
desperately out of phase in its application, 14 


‘The report suggested that the soil indices, the most important single 
factor in determining an assessment, should be changed, Based on work 
Of the Soil Science Department of the University of Saskatchewan, 
which studied 31 soil associations, only two or three of the indices 
in use at the time would remain at their present rating. In general, 
“data are also available which suggest that the clays and heavy clays 
are overassessed relative to gravelly loams and fine sandy loams."15 

Tt is interesting that the bias in the system oscillated fram 
‘overassessing low quality soils in the 1920's and 1930's to over- 
assessing the clay soils by the mid-1960's. Although this may be due 
to changes in cultural practices or land management, it indicates the 
need for a system which can respond to change within a reasonable time 
period. 


‘This is not to suggest that the problems regarding assessment only 


9 Report of the Royal Comission on Taxation, (Regina:1965) P. 70. 


M4 whia., pe 57. 


35 tbid., p. 7. 


relate to rural Saskatchewan. Indeed, the Royal Commission of 1965 
believed the situation of urban property to be even worse. It 
examined selected urban areas and compared market values to assessed 
values and found only minor variations when using the class averages, 
i.e., 28 percent to 32 percent. However, within a class the assess- 
ment range was found to be between 17.5 and 58 percent of market 
value. The commission found this unacceptable: 

In no other area are we content to tax the individual on the 

basis of comity averages—we provide for taxation on the 

basis of individual circunstances using those indicators 

which best reflect what real individual circumstances are. 16 

‘The longstanding practice of assessing properties in urban centers 
at 60 percent of market value originated in the early part of this 
century. Eager, in her 1965 historical review, reported that this 
practice had "stoutly survived the firm recommendations of at least 
three commissions of investigation to abolish it."17 today, nearly 


two decades later, this same provision is still in effect. 


2.2 Historical View of the Changing Educational System 





‘There have been other changes in the system over the past few 
decades that have influenced the funding of the education system. The 
creation of larger school units, increases in provincial grants, the 
Saskatchewan Foundation Grants Act (1970), and a system of property 


tax rebates are examples of such changes. 





46 ria. p. 125. 
7 pager, p. 13. 














Tt is important to recognize that our mechanism for funding educa 
‘tion changed over the past and further changes may be required to meet 
changing conditions in the future. Saskatchewan was somewhat unique 
among the provinces, as it had a larger farm land base. It also 
differed from many of the other provinces as the Saskatchewan popula 
tion was almost static fran the 1940's to 1960's, with the major shift 
being a decline in rural population and an increase in urban popula~ 
tion, This required the closure of rural schools facing declining 
enrollment and the centralization of educational services. The growth 
Of the urban areas necessitated new schools in the rapidly growing new 
comunities. All of these required more investment and high cost 
services from a nearly static population, a virtually static rural 
land base ard a somewhat expanded urban property base. 

Other factors of a general nature such as the post war baby boom 
Of the late 1940s and early 1950s and higher enrollments in secondary 
education created an increased demand for educational services during 
this perio’. 

‘The next section looks briefly at the changing costs of education 
and the changing components of educational funding in Saskatchewan 
during this period. Comparisons of this province's education expendi- 
tures to those of other provinces are provided in order to put the 
changing educational expenditure in Saskatchewan in proper perspec 
tive, 

2.3. An Overview of the Changing Levels and Components of Educational 
Funding 

Expenditures in Saskatchewan for elementary and secondary educa~ 





tion have increased during the past three decades, as shown in Figure 
2.1, (ALL figures use current dollars unless specifically indicated 
otherwise.) Similar cost increases have occurred across Canada during 
this period. Education costs have increased due to many factors, 
including greater enrollment, centralization of schools in some areas 
and inflation in both labor and capital costs. 

‘To simply show increasing costs of education during a period of 
inflation is not necessarily a good indicator of what has actually 
occurred. A more valid indicator is the growth of education 
expenditures relative to other government expenditures or the growth 
in the provincial or national economy, Figures 2.2 and 2.3 indicate 
education expenditures as a proportion of personal incane for 
Saskatchewan and Canada respectively. This indicates that educational. 
cost increases have been mich less dramatic when viewed in this 
manner, Tt also indicates that in a province like Saskatchewan, where 
the provincial economy is strongly influenced by conditions in 
agriculture, education expenditures as a proportion of personal incone 
were high in the late 1960's and early 1970's when farm income was low 
and decreased during the buoyant farm conditions in the mid 1970's. 
A similar pattern is shown when educational costs are compared to 
gross domestic product for Saskatchewan and with gross national 
product for Canada over the same period (Figure 2.4). 

One of the major changes which has occurred in education financing 
during the past several decades is the major shift in the source of 
funding. Municipal funding has shown the largest decrease and provin- 
cial funding the largest increase. Figures 2.5 and 2.6 indicate the 
changes which occurred in Saskatchewan and Canada, respectively. 
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‘The increase in enrollment experienced during the 1960's as the 
Post-war baby boom moved through high school and on to post-secondary 
education at technical schools and universities increased education 
costs. Expanded facilities required major capital outlays. 

‘The increase in educational expenditures at the provincial level 
is partly a function of the increase in post-secondary education, 
where provincial and federal governments are the major funding 
sources. The provincial component has also increased due to the 
increase in foundation grants and property tax rebates. ‘The growth in 
‘the proportion of E&S education being funded by the provincial govern- 
ment appears to have peaked in 1976 and has now declined somewhat. 

‘One must be cognizant that elenentary and secondary education is 
only part of the total education effort in the province. During 1979, 
for example, $722 million was expended on education at all levels, of 
which $498 million was at the elementary and secondary level. Thus, 
the ES&S educational costs were 69 percent of the total expenditure on 
‘education at all levels. The rapid growth in post-secondary education 
over the past two decades has been supported by the federal and 
provincial governments. This has implicitly shifted the educational 
expenditures to the higher levels of government. Tf local expendi- 
tures are expressed on a total education cost basis in 1979, rather 
than on an E&S educational cost basis, the proportion funded by local 
government declines to 22.8 percent from 33.0 percent, as shown above. 
To further complicate the measurements, Saskatchewan has a property 
improvement grant scheme which provided a total rebate of $61.5 
million to local residents in 1979-80. If this rebate were designated 
as an educational tax rebate by the province, then the local share 
would be reduced to 14.3 percent of total education costs. 











‘The increase in the property tax rebate in Saskatchewan over the 





Past years is shown in Table 2.1. The distribution of the grant 
between the farm sector and the urban sector is shown in Table 2.2. 
‘The maximm level placed on the grant results in some progressiveness 
in the property tax system. It also provides a greater total grant to 
the urban sector because of the larger population. 

‘The issue of determining the changing burden of education costs is 
complicated by substantial disagreement and non-compatibility in the 
Statistics from alternative data sources. ‘This report has utilized 
only the data provided by Statistics Canada to this point. However, 
the data from the Saskatchewan School Trustees Association indicate a 
different level of expenditures than those recorded by Statistics 
Canada, as shown in Table 2.3, 

‘The difference in the total expenditures can be partially 
explained by the federal funding of Indian and Inuit schools, which 
increased from $12.7 million in 1970, to $39.1 million in 1979.18 
‘This, however, does not explain the difference in total expenditure 
levels of over $70 million by 1975 and over $135 million by 1980. The 
remaining difference is due to factors such as inspection, super 
vision, curriculum, guidance, textbooks, teachers' superannuation, 
special education, administration and other costs provided by the 
Provinces. The provincial expenditure for the province of Saskat- 
chewan also differs from the level of grants received by local school 
boards by the factors listed above. 


8 statistics Canada (81-568) and (81-560). 





Table 2.1 


PROPERTY TAX REBATE EXPENDITURES 





‘1966-67 Home Ownership Grant $ 8,183,980.79 
1967-68 Hone Ownership Grant 81577,239012 
1966-69 Hone Ownership Grant 8696,743.07 
1969-70 Howe Ownership Grant 8,854,955-50 
1970-7, ome Omership Grant 10,526,178.72 
1971-72 Home Ownership Grant 12,330,746.94 
1972-73 Property Improvement Grant ‘18,739,316.47 
‘1973-74 Property Improvement Grant +30,214,805.34 
‘1974-75 Property Improvement Grant 34, 094,280.53 
1975-76 Property Improvement Grant 40,665,658.69 
1976-77 Property Improvement Grant 42,812,622.55 
1977-78 Property Improvement Grant 45,049,587.06 
1978-79 Property Improvement Grant 52,024,997.10 
1979-80 Property Improvement Grant 41,390,563.24 
Senior Citizens School Tax Rebate 16,660,137.52 

Renters Property Tax Rebate 3,418,383.23 

61,469 ,083.99 

1980-81 Property Improvenent Grant 42,167,359.73 
Senior Citizens School Tax Rebate 18,304,158.02 

Renters Property Tax Rebate 4,608,926.65 

5,080, 440-00 

1981-82 Property Improvement Grant 43,365,908.23 
Senior Citizens School Tax Rebate 20,185,396.86 

Renters Property Tax Rebate 5,251,083.14 

135,802, 388.23 

(1982-83* ‘Property Improvement Grant 44,628,218.04 
Senior Citizens School Tax Rebate 23,783,907.62 

Renters Property Tax Rebate 8,134,199.56 


6,546 ,325.22 





* Estimate 


Source: Written inquiry to Saskatchewan Department of Urban Affairs. 

















1980-81 Property Improvement 


Grant $14,154,500.36 $28,012,859.37 $42,167,359; 
Senior Citizens School 
‘Tax Rebate 4,256,129.49  14,048,028.53 18,304,158) 
1981-82 Property Improvement 
Grant $14,004,926.96 $29,360,981.27 $43,365,908); 
Senior Citizens School 
‘Tax Rebate 47560,/676.56 15,624,720.30 20,185,396, 
1982-83 Property Improvement 
Grant $14,252,141.60 $30,376,076.44 $44,628,218 
Senior Citizens School 
‘Tax Rebate 5,277,255.05  18,506,652.57 23,783,907. 





Source: Written inquiry to Saskatchewan Department of Urban Affairs (previou 
years data not currently available). 


‘The difference between the provincial contribution as measured ty 
Statistics Canada and the direct payments to the school boards is 
almost $40 million in 1975 and nearly $58 million in 1979. The 
Property tax rebate from the province is also shown in the sane table. 
‘These differences in data bases account for the differing propor- 
tions attributed to various levels of government. Statistics Canada 
uses a larger total cost, including Inuit and Indians and provincial 
overhead and aiministration expenses. The result is that the local 
share is then a smaller proportion of a larger expenditure. Despite 
these differences in the statistics, both sources support the conten= 
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Hon that the local share of elementary and secondary education expen 
Gitures is increasing from the level of several years ago. 

Te is equally important to consider the changing relative impor- 
tance of the tax base available to different levels of government. 
‘The changing mix of income tax versus property tax paid by Saskatchewn 
farmers is one indication of the decline in the ability of local 
governments to support education. Figure 2.7 indicates that property 
tax used to be the major tax paid by Saskatchewan farmers in the 
1940's and exceeded income tax by a factor of 10 or more. Recently, 
income taxes have become a larger revenue generator than property 
taxes. The proportion of the taxes collected from farmers has 
increased for the federal and provincial governments while it has 
decreased for local goverment. 

Comparisons of education expenditures of the various provinces are 
sometimes made and inferences drawn from then. To quote: 

seeIn fact, in 1978, Saskatchewan's education costs per 

student....were lover than any but the far eastern provinces. 
This is evidence of a high level of financial responsibility 


being exercised by educational officials. At the sane tines 
however , Saskatchewan local governments carry the third 
highest local education finance burden. Only Ontario and 
Manitoba are higher. In March of 1981, Howard Pawley, now 
Premier of Manitoba, was quoted as saying that the N.D.P- 
believes education costs should be borne by income and sales 
taxes as well as property taxes. The inference is that soon 
only Ontario mmicipalities will have a higher local educa 
tion burden than Saskatchewan. 19 





‘ese commarisons, while interesting, cannot be regarded entirely 
valid, for several reasons. Direct comparisons of expenditures on a 





29 ‘Saskatchewan Urban Mmicipalities Association, "Recommendation for 
Local Government Pinancing in Saskatchewan," July, 1982, p. 5-3. 
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PROPERTY TAXES RELATIVE TO INCOME TAXES PAID BI 
FARMERS, 1941-1981 


‘SASKATCHEWAN 
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source: Alstarical Gorpendiom of Sducational Statistics, statistics canaia 31: 


total per capita, per pupil or per weighted pupil basis between 
Provinces are not good indicators of the relative quality of 
education, the efficiency of the education delivery system or the 
priority which the provincial or local governments are giving to 
education. The need for new capital construction, transportation 
distance differences and other factors can cause major deviations in 
costs between provinces. The number of new schools required due to 
population growth and centralization of population in urban areas is 
not constant across Canada. In 1973, for example, Saskatchewan 


allocated $14.5 million for capital expenditure of public school 
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boards on elementary and secondary education relative to an operating 
enpenditure of $192.5 million, Capital expenditures were 7.5 percent 
Of the operating expenditures. For Canada, capital expenditures were 
14,3 percent of operating expenditures. For British Columbia, 
Alberta, Ontario and Quebec capital expenditures were 13.3, 14.7, 15.5 
and 13.7 percent of total BS expenditures, respectively, in 1973.20 
One would therefore expect the other provinces to have a higher total 
cost per pupil for that year. When Saskatchewan was experiencing 
tapid population growth and settlement in the 1920's, the capital 
empenditure in 1930 for example, was 29 percent of operating 
expenditures for education. 

Similarly, the transportation expenditures for elementary and 
secondary education differ as a proportion of the total costs of 
elementary and secondary education. In 1973, for example, transpor~ 
tation represented 7.7 percent of the total cost of elenentary and 
Secondary education in Saskatchewan. ‘The expenditures on transporta- 
tion for Canada, Ontario, Quebec, British Columbia, Alberta and Nova 


Scotia were 4.0, 3.3, 





Ty 18, 4.6, and 4.6 percent respectively.21 
These differences in the population densities and rural/urban 
population mix clearly influence the cost of the educational delivery 
system, 

‘The trend to a reduced level of educational funding by mnicipal 
governments during the 1950-1975 period is not unique to Saskatchewan 


but one that has occurred throughout Canada, The above quote from the 





3} Data obtained from Statistics Canada, (81-568) Table 18. 
Data obtained from Statistics Canada’ (81-568) Table 20. 
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SAR report suggested that Saskatchewan and Ontario were two of the 
provinces where property tax levies were high. To put this in per- 
spective it is useful to note the trends in the mmicipal share of 
funding for various provinces during the past several decades (Figure 
2.8). ALL have shown declines in the municipal share of education, 
though the starting points and the rates of decline differ. 

Tt is also important to understand that the area of cultivated 
land per person is also different for each of the provinces. ‘The 
cultivated acreage per person for selected provinces from the 1981 
census is given in Table 2.4, Saskatchewan has nearly four times the 
cultivated acreage per capita of any other province and about ten 
times the Canadian average. It should be noted, however, that the 
quality of land in the Niagara Peninsula of Ontario may exceed the 
quality of land in Saskatchewan in terms of productivity. ‘These 
differences suggest that each province does not have the sane ability 
to use local taxes to fund education, 

Other factors which may influence the municipal portion of provin- 
cial taxation is the value of properties for comercial, residential 
and industrial use in the various regions. The property in downtown 
‘Toronto can support a larger tax levy than in downtown Regina or St. 
Johns, It is these major differences which can make global compari- 
sons between provincial and municipal expenditures on education 
misleading. Some provinces such as Saskatchewan also have property 
tax rebate schemes which would increase the provincial expenditure and 
decrease the municipal share if this contribution were added to the 


provincial share and subtracted from the municipal share. These major 
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Figure 2,8: MUNICIPAL SHARE OF PRIMARY AND SECONDARY EDUCATION COSTS 


FOR SELECTED PROVINCES, 1951-1981 
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Table 2.4 
1981 CULTIVATED ACREAGE PER CAPITA FOR CANADA AND SELECTED PROVINCES 

















SASK. CANADA B.C, ALTA, MAN, QW. QUE. N. SCOTIA 
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‘TOTAL FARMS 66.21 6.69 21.10 18,34 1.73 1.45 1.36 

DeROVED 

FARM LAND 50.23 68 +85 (13.83 13.25.68 91 +52 








Source: Based upon data from Statistics Canada, Census (96-916) for land 
use, 
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Gifferences mist be recognized in order to avoid making non-valid 
‘comparisons and reaching erroneous conclusions. 

Before proceeding to examine how the increasing levels of taxation 
have impacted on various groups within rural Saskatchewan, it is 
important to shed light on the principles of a taxation system. The 


next section briefly examines various principles of such a system. 











Chapter IIT 
PRINCIPLES OF TAXATION 


Governments need money to pay their bills and finance the services 
which we, as individuals, expect them to Provide. The major mecha- 
nisms for obtaining revenues are ‘through taxation, incurring public 
debt, and, in the case of the federal government, by printing money. 
‘Among these, taxation has been the most important source. 

Taxation measures can serve as major tools for redistribution of 
wealth and income within our Society. Taxation can also influence the 
behavior of individuals in terms of their spending and investment 
patterns, their enterprise choices and therefore the final mix of 
goods and services which are available. 


In ancient times, taxation principles were not well defined. A 
victorious army would return with the "spoils of war" in terns of 
geld, valuable cloth, slaves, and so on. When a nation was not at 
war, and revenues were low, tax collectors would be sent out to 
eellect money and goods from the menbers of the comunity, Recall the 
despicable position in society held by Matthew, a tax collector. In 
those days there was Little assurance that the burden of taxation was 


shared in a fair manner, 

There are two major principles which have developed over the years 
regarding taxation. The first is the principle of equity—those indi- 
viduals who are essentially equal should be taxed equally. ‘The second 
Principle is the benefit principle—individuals should be taxed 
according to the "benefit" which they can expect to receive from 
government activity. 
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Most would agree in principle with the concept of equity: “Those 
who are equal should be taxed equally." This is known as the concept 
Of horizontal equity. The difficulties, however, arise in determining 
the well-being of a given level of labor income relative to business 
oc farming income, owership of land or capital assets, and other 
Sources of personal wealth. There is also the concept of vertical 
equity. Those who are different in terms of income and wealth should 
be taxed differently. The concept is to strive for equal sacrifice 
and not equal tax. It is easy to recognize that a $100 tax on an 
individual with an annual income of $7,000 would constitute a greater 
Sacrifice than a $100 tax on an individual with an income of $70,000. 
‘The difficult question is to define the tax level where the sacrifice 
would be "equal." 

‘The benefit principle is relatively easy to understand in its 
simplest form, If there are two individuals, and if one drives his 
car twice as many miles as the other, he might be expected to pay 
‘twice as much for upkeep of the roads. For example, a gasoline tax 
might be related to miles driven and size of car engine. If this were 
extended to the ultimate, each person would pay the full amount for 
every public service which he received. This would also require an 
extremely complex system to measure the public benefits received by 
each individual and could well end up in absurdities. For example, it 
may mean charging the sick and the elderly the full costs of the 
health services they receive—a situation which would not be accep- 
table on equity or moral grounds to the majority in our society. It 
is this perception of fairness in our society that will, over a period 


of years, determine the nature of our taxation system. 


























Over a decade ago, the Carter Commission undertook a comprehensive 


review of the Canadian taxation system. Carter suggested that equity 
should be the key element in our taxation system—"a buck is a buck" 
* coin a phrase used in the report. This suggested that all income 
(including increases in wealth) should be taxed the sane way regard- 
tess of its source. Many of the changes recomended by the camis= 

sion, however, were not implenented. 

Other factors, in addition to the equity and benefit principles, 

to be considered in developing a taxation system include: 
(2) Te should contribute to economic growth and stability ty 
encouraging individuals to engage in productive activites. 

(2) Tt should be designed so that collection can be enforced 
without a high public cost. 

(3) The system should be clearly defined so the individual 
taxpayer can understand how he will be treated in the system. 

(4) Tt should recognize the federal-provincial nature of Canada 
and help to strengthen Canada, 

(5) Tt should collect adequate funds to mect the desired level of 
expenditure, 

(6) The tax system should be direct as hidden taxes can make the 
government appear aloof and discourage participation in the 
democratic process. 

(7) ‘Taxation as a fiscal policy tool should effect a desirable 
flow of goods and services and its effects should be known 
and cause minimm disruptions in the economy. 

(8) The taxation system should nomally be neutral to resource 

allocation; and if it is to depart from this, the departure 
should be made as a conscious policy decision. 
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Tt is clear that any single tax mechanism is not able to meet 
fully all of these criteria. ‘The decisions therefore become ones of 
sacrificing some of the lesser objectives so the more important 
objectives might be more fully realized. 

There have been different views expressed about the base to be 
chosen for taxation. Same have argued for taxation of incone—it is 
more "equitable"; but questions arise as to how "income" should be 
defined for tax purposes. What is to be allowed as deductions? What 
depreciation rates should be used in computing expenses? Most will 
agree that a system which taxes $20,000 at 20 percent and $50,000 at a 
higher percentage (say 25 percent) provides some equity as a higher 
rate is applied where the ability to pay is greater. On the other 
hand, if a tax rate of 90 percent is applied to every dollar earned 
over $300,000 it may have a very negative impact on an individual's 
incentive to work. 

Some have argued for taxation of the consumption expenditures of 
individuals. If you "consume" better food, a bigger car or a longer 
holiday, you receive a higher level of utility or pleasure than 
someone who does not. and you should therefore pay more taxes. If this 
is placed on all consumer items, the effect can be to tax low incone 
groups at high rates. If food and clothing had a sales tax of 15 
percent, then a family on an income of $10,000 would pay a much larger 
proportion of their income as taxes than a family with a $100,000 
income. This is considered a regressive tax as it places the largest 
burden on low income groups. Part of this regressiveness can be 
removed by exempting food, clothing, a personal residence and other 
basic items which everyone needs. Higher tax rates may then be 











applied to overseas travel, luxury homes, cottages, automobiles and 
other luxury items. 





Still others argue that wealth should be taxed since, if it is 
not, individuals who are born to a relatively poor family have a very 
Poor chance of moving to higher levels of living. A large inheritance 
that is exempt from taxation allows an individual to maintain a high 
Jevel of Living even though he may not work and contribute to society. 
Wealth is difficult to measure and individuals will seek loopholes to 
avoid taxes on wealth, Wealth may be kept as Liquid assets—noney 
under the mattress—in an attempt to avoid taxation. Even then, 
unless used productively, funds under a matress erode in value during 
@ period of inflation. Similarly, a high rate of tax on wealth may 
influence the investment and spending choices of individuals while 
they are living. ‘They may chose to consume more and concentrate less 
on investing in capital goods and this will result in reduced 
Production capacity for the future. Other taxation methods such as a 


value added tax, a tax on capital but not on labor or vice versa are 


also possibilities. 

Many individuals will only recognize one of the principles of 
taxation as they seek to develop arguments to alter the current 
taxation system—often with a vested interest in the change. Rural 
individuals, particularly those with a large property base, may argue 
that income should be taxed for education purposes rather than 
Property. "People taxes for people service, property taxes for 
Property services" is an expression of this argument. This is mainly 
@ reflection of the benefit principle, where it is argued that those 
who are major beneficiaries should pay the taxes. The fallacy of this 
argument is that 





ye 
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s+-land is not taxed but people who bear a certain relation 

ship to the land are. The taxpayer does not pay taxes out of 

land, he pays them out of his bank account. Land values are 

of importance primarily as indicators which local governments 

may use in determining the approximate size of that bank 

account in so far as that is relevant to tax matters, What 

must be grasped is that land value is simply an indicator for 

tax purposes, ‘The issue of overtaxation relates really not 

to the way in which it falls upon the land, but rather to the 

way in which the distribution of the tax provided for by the 

system of land-value indicators falls equitably or otherwise 

upon the bank accounts of taxpayers.22 

The pure concept of "beneficiary pay" or “user pay" has been 
rejected by society as the principle method of taxation. A gasoline 
tax may be a reasonable proxy of user pay for highways. Pursued to 
the ultimate it means that liquor taxes should only provide benefits 
to those who drink, tobacco taxes to those who use tobacco and that 
only those who have been sick need to pay taxes for health care. It 
has also been recognized that benefits of some services or activities 
can accrue to individuals other than the primary beneficiaries. 
Hospitalizing an individual with a contagious disease and subsequently 
controlling it not only benefits the individual but also the other 
menbers of the comunity. Other members are at less risk of catching 
the disease, since it has been isolated. Likewise our lives would be 
quite unpleasant if we were to be surrounded by sick people on the 
verge of death. Many services provided by governments provide a 
greater benefit than the amount received by a single individual. 
‘These are called public goods. 


Baucation is another example where the primary beneficiary is the 


22 eport of the Royal Comission on Taxation (Regina:1965), Saskat- 
chewan, 1565, p. 55. 














student attending school or university. Society, however, also 
Feceives benefits from a productive and adaptable work force, a 
Society where law and order is respected and enforceable, an ability 
to adopt and develop new technologies, and other aspects. Education 
is an investment in human capital. ‘Indeed, the benefits of education 
extend beyond the individual and his local community to the country 
and the world at large. It may therefore be justifiable that local 
governments are now paying a smaller proportion of total education 
costs than was the case several decades ago. When society was less 
mobile there may have been more of a tendency for educated individuals 
to remain closer to their birthplace. 

For those who argue that property tax has no relevance in funding 
education, it is interesting to note that the major contributions to 
better varieties of wheat (Marquis, Thatcher, Selkirk, Neepawa) and 
the introduction of canola in western Canada were made by highly 
educated plant breeders. It is also clear that consumers may have 
benefitted from larger outputs of grain and oilseeds, but agricultural 
producers, particularly the landholders, also benefit from an increase 
in the value of their land due to its increase in Productivity 
resulting from successful research. 

‘The measurement of the well-being of individuals and the distri- 
bution of benefits from public expenditures is a complex process. 
Often the application of a singular principle such as "equity" or 
“beneficiary pay" results in conflicting views of who should pay a 
larger share of the tax burden. The political process within our 
denoctatic system has been the mechanism through which our views are 
reflected and our choices made. History is evidence of past change 


‘and our system will continue to change in the future. 











CHAPTER IV 


CHRNGING HOONOMIC, DEMOGRAPHIC, AND INSTITUTIONAL FACTORS 


4.1 Boonamic Factors 

The key industry affecting rural Saskatchewan has been agricul- 
ture, an industry which is expected to dominate the rural economy of 
Saskatchewan for the foreseeable future. There will, however, 
continue to be pockets of industrial develogment which will dominate 
the economy of sane rural districts. 

In 1974, Scharf correctly projected that many of the trends in 
agriculture would persist over the next decade. He included trends 
such as an increase in farm size, reduced farm numbers and problens of 
cash flow and income instability within agriculture.23  gcharf also 
suggested that agriculture would continue to offer levels of personal 
income which were at best "average." ‘This statement is true if one 
only considers cash flow to existing producers and neglects the 
accumulation of assets which can be sold on retirement. The old 
saying for farm families of "Live poor ~ die rich" may be as relevant 
now as it ever was. In fact, the income level of some farmers on 
retirement makes others in the community envious. 

Farm cash receipts in Saskatchewan are shown in Figure 4.1. 
Receipts have increased with increasing levels of production and 


rising commodity prices caused partly by inflation, The variability 








P, Scharf, A Report on Declining Rural Population and the Impli- 
gations for Rural Education” Saskatchewan School Trustees Association 
Tesearch report no. 17 (Regina, 1974), p. 55. 
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in farm cash receipts creates income instability for producers. 
‘The cost of producing wheat or livestock in Saskatchewan has been 
increasing. Producers are using more purchased inputs such as 


pesticides and fertilizer 





crop rotations are being extended; and 
machinery costs and fuel prices have continued to rise. Interest 
payments have also increased dramatically as the agricultural debt has 
increased and as interest rates reached 18-20 percent for a brief 
period in the early 1980's. Property taxes have also increased. 


Figure 4.2 indicates the Western Canadian Farm Input Price Index for 
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Figure 4.2: FAR INPUT PRICE INDEX, WESTERN CANADA, 1961-1981, FOR 
SELECTED ITEMS 
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some of the major cost components over the 1961-1961 period. Mortgage 
interest costs have risen more rapidly than other major costs. 
Increases in machinery and fuel costs have outstripped the increases 
in property taxes over the period.24 

As a direct result of the rising input costs, the operating and 


depreciation charges on Saskatchewan farms have been increasing as 





24 re ghould be noted that property taxes are reported on a gross 
basis and the property tax rebate is not considered. ‘The property tax 
index is therefore somewhat over-estimated in recent years. The index 
is for western Canada rather than for Saskatchewan as a single 


province. 

















shown in Figure 4.3. Operating costs tend to show a relatively steady 
rise due to inflationary pressures and increased input use. The costs 
of seeding a crop are almost the same whether the Price of wheat is 
$4.00/bushel or $7.00/bushel. Total production costs do not change a 
great deal when the yield is 18 bu/acre or 35 bu/acre because of : 
weather conditions, The nature of costs relative to returns causes 
wide swings in the realized net farm income received by Saskatchewan 
producers. Figure 4.4 indicates the realized net farm income for 
Saskatchewan producers from 1951-1981, Realized net income was very 
low in 1961, a drought year, and in 1969 and 1970 when prices and 
delivery quotas were low. Realized net income was high during the 
period of buoyant grain prices in 1974 and 1975. 

There are now programs in place to help to stabilize grain 
receipts and cash flow in Saskatchewan including the Western Grain F 
Stabilization Program, cash advances and the option to defer grain 
income receipts when an individual producer has a good year. 

‘The increase in purchased inputs in agriculture has made the 
sector more vulnerable to fluctuating yields and prices. Several 
decades ago, operating and depreciation costs were often less than 
half the level of total farm cash receipts. Recently, operating costs 
and depreciation charges are closer to 60 percent or more of farm cash 
receipts. The trend as a percentage is shown in Figure 4.5. 

‘The product mix of Saskatchewan's agriculture has also changed 
over the past several decades. Grains have tended, particularly 
during the past decade, to comprise a larger share of total cash 
receipts with livestock tending to comprise a smaller proportion. 


Canola is the crop which has shown the greatest increase in proportion 
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Figure 4.3: SASKATCHEWAN FARM OPERATING AND DEPRECIATION CHARGES, 
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SASKATCHEWAN REALIZED NET FARM INCOME, 1951-1982 
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PERCENT CF FARM CASH FECEIPIS, 1951-1981 
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‘SASKATCHEWAN FARM OPERATING AND DEPRECIATICN CHARGES AS A 
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1951 


to early years although it is still only about 10 to 20 percent of the 
receipt level for the Saskatchewan wheat crop in most years. Figure 
4.6 indicates the changes in three components of cash receipts—vheat, 
canola and cattle and calves. The payouts of western grain stabiliza- 
tion programs and other direct payments are not apportioned to each 
comodity as these are the reported sales figures from Statistics 
Canada, 

Many of these measures of the economic buoyancy of the farm sector 
would tend to indicate one of failing and uncertain economic health, 


but this is not the total picture, 





First, the number of farmers in 
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Source: Saskatchewan Agriculture, Agricultural Statistics 1981 
the province has been declining, so the income is now accruing to a 
smaller number of farmers than was the case several decades ago. The 
decline in farm numbers in Saskatchewan is shown in Figure 4.7. 
Second, the number of farmers who maintain more than 228 days of off- 


farm employment has increased, as outlined in Figure 4.8. ‘This has 


tended to improve and stabilize farmers' income, Third, the net worth 


of farmers has been increasing for those farmers who om their major 
input, land, Land prices have increased significantly over the past 
few decades and this has allowed producers to use it as collateral to 
further expand their enterprises as well as to provide a source of 


retirement income. 
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Figure 4.7: NUMBERS OF CENSUS FARMS AND TOTAL POPULATION IN 
SASKATCHEWAN, CENSUS YEARS 1956-1981 
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Statistics Canada, Census of Agriculture. 















‘The magnitude of the land price increases are indicated in Figure 





4.9, Tt must be recognized that this is a cost to anew entrant. For 
existing producers, however, it is an increase in their level of 
wealth and their ability to command an increased volume of goods and 


services when the land is sold. It also serves as collateral with 





lending institutions and enables a producer to acquire capital for 
expansion. 
‘There are a mumber of other indicators of the impact of inflation, 


individual expectations and the changing institutional arrangements on 






Figure 4.9: SASKATCHEWAN LAND PRICES, 1951-1981 
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the well being of farm operators. The total value of land and build 
ings is one indicator. It is instructive to examine how property 
taxes have changed as a proportion of the value of land and buildings 
over the past decades. Figure 4,10 indicates that property taxes have 
declined substantially over the period when measured relative to land 
and building values. Property taxes can also be expressed as a 
percentage of total farm cash receipts (Figure 4.11) or of realized 
net farm income (Figure 4.12), This indicates that although in 
general, property taxes have become a smaller proportion, the fluc 
tuations are significant, particularly when related to realized net 
income which is a rough measure of the cash flow position of 
producers. Tt is these fluctuations in returns to the agricultural 
Sector which make the impact of property tax a destabilizing factor 
for a producer's cash floy—it hits hardest when he is in a tight 
situation. This, plus the fact that a low income farmer pays the same 
tax on a section of equivalent land as a high income farmer, accounts 
for the regressive nature that is attributed by most to the system of 
Property taxes. 

‘The cash income of farmers is currently low relative to property 
values, whether measured in terms of farm cash receipts or realized 
net farm income. This comparison could lead some to suggest that the 
current farm situation is disnal, The situation, however, is 
incorrect to the extent that many farmers no longer depend entirely on 
farm income for their livelihood, Off-farm employment, government 
Prograns and investment income have contributed to the trend toward 
greater off-farm earnings which has been evident for a number of years 


in all parts of Canada as demonstrated by Table 4.1. The importance 
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gure 4,10: PROPERTY TAKES AS A PERCENT OF THE VALUE OF LAND 
AND BUILDINGS IN SASKATCHEWAN, 1951-1981 
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FARM INCOME IN CANADA BY SOURCE 











No. of Farm Off-Farm Average Net 
Taxfilers Earnings Farm Income 
SSeaes Dollars = - - - ~~ 
1967 354,100 1,944 2,037 
1968 366,350 2,183 1,702 
1969 370,300 2,540 1,183 
1970 371,500 2,824 993 
1971. 374,450 3,096 1,311 
1972 371,700 3,508 1,984 
1973 382,750 4,191, 3,433 
1974 386, 450 5,698 4,466 
1975 393,500 6,807 4,890 
1976 394,550 7,980 3,875, 
Source: Revenue Canada, Taxation Statistics. 





























of off-farm incone to Saskatchewan farmers has become particularly 
pronounced over the last few years. ‘The reliance is greater on the 
cash receipts in Saskatchewan than for Canada generally, but recently, 
off-farm income has equalled farm income in Saskatchewan, as outlined 


in Table 4.2, A more detailed breakdown for the year 1979 is shown in 






able 4.3. 
‘These changed conditions make it important to recognize that when 
property taxes are measured as a proportion of farm cash receipts or 
realized net income, the tendency is to overstate the burden of the 
tax. The overstatement is a result of several factors: 
(1) In this calculation, only the farm income component is 
reflected and the important and growing component. of off-farm 


income is not included. 


Table 4.2 


‘SOURCES OF INCOME FOR FARM TAXFILERS IN SASKATCHEWAN 








Other 
Taxfilers Pension 

Number of Average Reporting Interest Total 

Fam Net Farm Off-Farm Wages & Earnings ofs- 

Taxfilers Income Income Salaries Business Rental Etc. Farm 
1979 93,490 8,053 89,815 3,390 441 2,230 1,199 7,260 
1980 94,400 7,964 + 89,370 3862 437 -2,936 1,356 8,592 
1981 95,685 10,718 91,615 4,401 460 4,253 1,705 10,819 





source: Taxfiler Data, Statistics Canada. Data were obtained by personal 
communications with Dr. R. Bollman, 
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‘The importance of property tax as a deduction for income tax 
purposes has increased during the past decade, so the amount 
of after-tax dollars required to pay property taxes is now 
lower than it formerly was. 

‘The property tax rebates to farmers and older farmers who are 
also senior citizens are not reflected in the calculation of 
property tax figures. 

‘The debt level of the. farm sector has also been increasing as 
show in Figure 4.13. ‘The increase in debt is due to higher prices 
for land for new entrants and the increased operating and depreciation 
charges in today's agriculture. If viewed alone, it appears to have 
grown dramatically. The more appropriate view, however, is to observe 
the debt in terms of the value of assets and the realized net income 
as show in Figures 4.14 and 4,15. This indicates that in years when 
production or prices are low and cash flows are reduced, that a large 
proportion of the cash available must be used for debt servicing. The 
situation in recent years indicates that debt servicing requires a 
larger proportion of realized net income than during most other 
pericds in the past several decades. Relative to assets, however, the 
debt has not shown significant growth. 

‘The above factors have been presented to outline briefly some of 
the changes in the economic well-being of the farm sector in general. 


Tt must be remenbered that these numbers are averages and do not 


necessarily reflect the particular situations of the many individuals 


which comprise the sector. Many young farm families or new entrants 
with heavy debt loads are having a difficult time, while the well 


established farmers can live quite comfortably. ‘There is also a wide 
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Figure 4.13: FARM DEBT IN SASKAT 
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Figure 4.15: SASKATCHEWAN REALIZED NET FARM INCCME RELATIVE TO FARM 
DEBT, 1970-1980 








range of differences awng farms located within any one community, 
even though driving by the crops standing in the field, the differ- 
ences are not apparent. 

The above description has been a graphic and statistical presen- 
tation of what is, Tt is important to realize that most people in our 
society do not spend their time gazing at statistical tables or charts 


to determine farmers’ income level or their ability to pay. Their 


perception of a farmer's ability to pay is through observations such 


as the year and make of the car, the amount of new machinery visible, 








the talk of trips to Hawaii or Arizona and other indicators which are 
visible within the comunity. In this category most farmers are 
perceived as being wealthier than their forefathers. The farmers are 
no longer viewed as poor country cousins by their neighbors in the 
local town as may have been the case a few decades ago. The days of 
the “poor country cousin" and the verbage "if you can't do anything 
else - go farming" appear to have largely disappeared. Farmers are 
now perceived to be wealthier, largely because of the asset base which 
they control. 

One mechanism to compare levels of wealth is to indicate the 
change in assessment value per person in each of the categories for 
tural municipality, local improvenent district, village, town and city 
over the past periods. ‘The dollar of assessment per capita for each 
of these are ompared in Figure 4.16. ‘This indicates that the 
assessed values of property per capita are not the some for all 
residents and also that growth rates are not identical. It should be 
noted that a potash mine with a high assessnent will raise the assess- 
ment per capita substantially within a specific rural mmnicipality but 
that its impact on the entire province would be quite small. 
Similarly, an expanded industry in a city would raise its assessed 
value per person. ‘There is no direct Link in assessment between rural 
and urban properties so the levels of absolute values for comparisons 
are not valid. However, the magnitude of the changes provide a 
tude indicator of the changes in economic well being of the broad 
categories (assuming that the assessment system used by each has 


maintained a current relevance). 
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4.2 Demographic Features 

Saskatchewan has been considered a slow growth area in Canada for 
most of the past half century. It is interesting to note that Saskat- 
chewan's population peaked in the early settlement period and then 
declined and has only recently surpassed the level achieved in 1926. 
Saskatchewan at that time was the third largest province in Canada in 
terms of population, Figure 4.17 indicates the relatively slow growth 
in Saskatchewan's population. 

‘The major feature in describing the changes in the population of 
Saskatchewan has been one of a rural-urban shift rather than an 
overall growth (Figure 4.18). As mechanization reduced the labor 
input required in agriculture, farm size increased and farm numbers 
decreased, Fewer farmers meant fever required services in terms of 
groceries, clothing, and many other necessities. ‘The automobile and 
the improvement in the highway system resulted in the small local 
center being by-passed by individuals seeking greater choice and more 
services than may have been available locally. 

‘The result has been a reduction in the populations in R.M.'s and 
LID's (Local Improvement District's) within Saskatchewan. villages 


have also declined and some are only ghost towns today. The major 


growth area has been the cities in the province, though many towns 


have also shown some growth, ‘The provincial changes in populations 
for resident farmers, rural municipalities, local improvement 
districts, villages, towns and cities are outlined respectively in 
Figures 4.19 to 4.24, 

Other changes have also occurred, such as a declining birth rate 


and smaller family size. ‘The baby boom which followed the return of 
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Statistics Canada census data. 


Figure 4.1 





SASKATCHEWAN FARM AND TOTAL POPULATION, 1951-1981 
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Figure 4.19: POPULATION OF RESIDENT FARMERS IN SASKATCHEWAN, 
1951-1975 
(Annual data not available after 1975) 
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Figure 4.20: POPULATION OF RURAL MUNICIPALITIES IN SASKATCHEWAN, 
1951-1975. 
(Annual data not available after 1975) 
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Figure 4.21: POPULATION IN LOCAL IMPROVEMENT DISTRICTS IN 
SASKATCHEWAN, 1951-1975 
(Annual data not available after 1975) 
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Figure 4.22: POPULATION IN VILLAGE IN SASKATCHEWAN, 1951-1975 
(Annual data not available after 1975). 
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Figure 4,23: POPULATION IN TOWNS IN SASKATCHEWAN, 1951-1975. 
(Annual data not available after 1975), 
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Figure 4.24: POPULATION IN CITIES IN SASKATCHEWAN, 1951-1975 
(annual data not available after 1975). 
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the ‘soldiers from the Second World War has moved through the elenen= 
‘ary, secondary and technical or university education system. sone 


row talk of the "echo boomers" arriving at nursery school and kinder~ 


garten, ‘The proportion of students at different ages for two selected 


time periods 1s show in Figure 4.25. This indicates how the systen 


must plan to accommodate the changing numbers and age breakdown of 
various student populations. 

‘The changing mix of rural vs. urban children has meant the closure 
of small rural and village schools and the building of new schools in 
growing towns and expansion areas within the cities. the busing 
distance for many rural areas has increased.25 


4.3, Institutional Factors 

‘The impact of various prograns or regulations may change modestly 
‘OF even dramatically as a result of changing economic conditions and 
other regulations which are superimposed upon the existing set. The 
Burpose of this section is to outline a few of these changes. This 
will show how the impacts are subsequently altered because of a change 
in the basic conditions, This section is not an exhaustive list of 
the changing impacts; rather, it outlines a few changes to indicate 
what one should consider when making comparisons or evaluating the 
‘consequences of alternative policy choices. 

One of the major changes during the past several decades has been 


the increase in income taxes paid by Canadians. Saskatchewan 





% other factors such as student/teacher ratios also undergo adjust— 
ments in areas where enrollment is declining. ‘These factors have been 
described by others so are not described in this reports 
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Figure 4.25: SASKATCHEWAN STUDENT ENROLLMENT BY GRADE, SELECTED YEARS 
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Source: Historical Conpeniiim of Biuextion Statistics, Statistics Canada 


residents have also faced growing income tax bills for their federal 
and provincial services. The increase in importance of income tax 
relative to property tax for the farm sector was shown in Figure 2.7. 
‘This slow evolutionary change has had an important impact upon the 
changing burden of property tax borne by different types of residents 
and even by different individuals producing similar products and 
residing in the same comunity. 


Property tax is a deductible expense for farmers and businesses 








but not for urban residents. The increasing share of our income which 


goes to pay income tax has meant that an individual businessman or 
farmer pays his proverty tax with before-tax dollars while an urban 
resident pays his taxes with after-tax dollars. If a farm and an 
urban business were initially assessed at $3,000 in property taxes, 
while the urban resident was assessed $1,500 in property taxes, then 
the relative tax levy in after tax dollars is a function of the 


marginal tax bracket of each as is show below: 








Marginal Property ‘Tax in After 
Tax Rate Tax Paid Tax Dollars 
Farmer 35 percent $3,000 $1,950 
Businessman 50 percent $3,000 $1,500 
Urban Resident 35 percent $1,500 $1,500 





‘This comparison suggests that even if the assessment system for 
urban residents and business or for urban versus rural was equitable 
Guring some past period, there is every likelihood that this is no 
jonger the case. However, if the system in the past was strongly 
biased in favor of urban residents, then the system is showing some 
improvement, 

The property taxation burden for a low income farmer who pays 
Uttle or no income tax remains as it was for his forefathers. For 
high income farmers, however, the payment of property taxes is now a 
lesser sacrifice in after-tax dollars. On this count, property 


taxation may be more regressive now than in previous periods. 








‘The changing importance of income tax relative to property tax is 
particularly relevant in Saskatchewan since Saskatchewan farmers pay 
nore income tax than do farmers in other provinces as shown in Table 
4.4, Similarly, Saskatchewan farmers control a larger land base with 


a larger average farm size. 


Table 4.4 


NET FEDERAL AND PROVINCIAL INCOME TAX PAID BY FARMERS, BY PROVINCE, 1974-1979 





Saskatchewan Alberta Manitoba Ontario Quebec 





== Thasands of Bollars = = 


1979 132,912 84,277 26,223 82,754 
1978 91,229 59,658 19,320 64,757 
1977 98,368 57,641 15,744 56,960, 
1976 148,282 70,257 25,403 62,680 
1975 216,691 91,555 37,010 74,428 
1974 167,342 90,000 37,691 79,752 





Source: Revenue Canada, Taxation Statistics (Ottawa: various issues). 


Another factor which makes the sharing of the education taxation 
burden more difficult to measure is the introduction of property tax 
rebate schemes. Rebates are made by the province to each individual 
rate payer in rural areas and in urban centers. The rebate has a 
prescribed maximum which changes from time to time. The rebate tends 
to reduce some of the regressiveness of the taxation structure since a 
small farmer (3/4 section) will have a larger proportion of his 
property tax rebated than a large farmer (10 sections). A grant 


subject to tax is less of a benefit to someone in a high tax bracket 








than it is to someone who is paying little or no income tax. an after 


tax income of $300 is equal to $600 before tax to a farm entrepreneur 






with a marginal tax rate of 50 vercent, while a $600 income is $600 to 







@ farmer paying no income tax. 


‘The income tax system has been changed on various occasions over 






the past few decades. In the early 1970's, there were numerous 





changes including the introduction of taxation on capital gains (50 






percent of the realized gain) and the elimination of estate taxes, 






succession duties and gift taxes. Some have suggested that the 






federal government's introduction of a capital gains tax was directed 















at real property.26 nile capital gains can accrue to real property, 
it can also accrue on listed personal use property and stocks and 
bonds, etc. The previous system of estate taxes, succession duties 
and gift taxes may have been harsher on the rural farm family in 
Saskatchewan which accumulated wealth by land omership. Rollover 
provisions for capital gains allow a farm family to postpone taxes to 
the next generation. 

Provisions are made in the taxation of capital gains to exempt a 
Principle residence—the family hone. This enables urban residents to 
realize a tax free capital gain on their home, which for many. is 
their major asset. ‘The farm home, however, is usually sold with the 
farm unit and not as a separate entity. The result is that a capital 
gain can accrue to the entire farm unit, part of which may be due to 


the value increase in the farm home. Unfortunately. the nature of 





26 saskatchewan Urban Municipalities Association, pp. 2-5. 












farm property transactions tend to suppress the real capital gain to 
the farm home and as a result, the tax free status of a farm hone is 
of less value to a farm household than it is to an urban household, 
Again the effect of the tax structure is non-parallel between the farm 
and the urban resident and accurate comparisons of tax burdens become 
more difficult. 

Other changes in the income tax regulations, as well, may have had 
indirect effects upon the equity of our property tax system between 
individuals owning and operating various enterprises. In the early 
1970's all farmers were required to switch from Schedule XVII to 
Schedule XI for claiming capital cost allowance on their depreciable 
assets. Schedule Xt allowed a more rapid rate of depreciation and 
used a declining balance method rather than the previous straight line 
method. The other difference was that the trade-in value for used 
assets (e.9., a tractor) had to be subtracted from the existing 
Capital Cost Allowance (CCA) pool when it was traded in if it was on 
Schedule XI. ‘This change created a short term benefit during this 
transition pericd for producers who could trade in equipment 


previously purchased on Schedule XVII when purchasing on Schedule XI. 


‘There was no capital recapture on Schedule XVII machinery which was 


traded in and the new machine could be purchased on Schedule xt and 
depreciated at a more rapid rate. It was of greater benefit to higher 
income farmers as some low income farmers may have had incomes so low 
that no taxes were payable. This made it very lucrative for producers 
to trade machinery during this period. 

Machinery sales increased sharply as this period also coincided 


with record wheat prices. The only assets which could receive the 
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temporary benefit during this transition period were flexible assets 
which could be traded—tractors, combines, balers, and so on. Pixed 
Fecilieies such as hog barns, dairy barns, quonsets ot feedlots could 
net fe used to achieve any benefits during the transition as they 


could not be "traded-in" on a new one. This transition is virtually 


overs s0 the temporary benefit afforded grain production relative to 
Livestock production is ending.27 


paid by farmers relative to property taxes has also favored grain 
Production. In the 1940's when property tax was the major tax paid by 
farmers it was important to generate as mich income as possible from 
She family farm. This may have meant groving wheat, feeding hogs, 

milking cows or keeping chickens or all of these if that combination 

would produce the greatest income. 
the 1930"; 


Farmers often lost their land in 


$ 1f they were unable to meet their property taxes. With 


Property taxes relative to net income now being lower than in Previous 
Periods, it is mich easier to hold more land. with incone tax, 


is a maze of rules one mist follow. 


there 
At the same time that the rules 
complicate the taxation process, they also provide opportunities to 
maximize after-tax income by adopting certain strategies, 
tax, "what is done" 


With income 
4s sometimes not as important as "how it is done." 
‘The system of the 1940's, which taxed land more heavily encouraged the 


Jad to be used intensively. Now, the tax system no lower encourages 


ee 
27 wot other examples of the impact of Taxation on Agriculture, see 
Mei aeaRSER and B. Ward, “Taxation: ‘The Invisible fend it; cefasien 
perleulture", Canadian Journal of Agricultural ‘soononies Conon 
Proceedings, "1963, p. d- 























the same intensity of land use. Extensive farming has been rewarded 
@uring the past decade by the capital appreciation that accrued to the 
land base and by the changes in the OCA from Schedule XVII to Schedule 
XZ during the transition period of the 1970's. 

One of the factors pushing in the opposite direction has been the 
exemption of farm buildings in the Saskatchewan Rural Assessnent 
system, Intensive livestock units or major livestock operations on a 
building site are taxed as cultivated acres on the site they occupy 
rather than as improvements. This element in the assessment sector 
favors Livestock within the property tax structure, although it may 
not achieve equity of taxation based on ability to pay between grain 
and Livestock producers. 

‘The assessment system also generates differences between rural and 
urban sectors. Houses are assessed in urban areas but are not 
assessed on farms. ‘This enables farmers to maintain large spacious 


houses with all the conveniences with no increase in property taxes. 


Tt mist be recognized that services such as water and sewer mist be 


paid for directly by rural residents and not as a part of property 
taxes. However, some cities currently levy an additional user fee for 
water and sewer. 

‘The farm land assessment system is based on the productive value 
of the farm land. The urban business assessment is based on a 
Percentage of its historical market value. These relationships may 
not be constant over time although that is the implicit assumption. 
‘The assessment of urban residences is also based on some reflection of 
market value. 


‘The school mill rates applied to rural property often differed 








from school mill rate for town and village property. For example, in 
the 1963-64 annual report of Municipal Affairs, the school mill rate 
in 1963 was 29.5 in the RM, 304 (Buchanan) while ‘the school mill rate 
in the village of Buchanan was 34.0. The school mill rate for rural 
vs. urban properties was determined by the interchange of the 
tepresentatives of both rural and urban taxpayers. The move in the 
1970's to have all properties within a school division assessed the 
same mill rate transformed a system which could be tempered by the 
judgments and perceptions of the local taxpayers to one which was 
entirely dependent upon the rigid assessment values of rural vs. urban 
Property. Any non-compatability of the assessment system was 
dismissed and it was presumed to be equitable between rural and urban 
residents. In the Buchanan example, the change transferred more of 
the local education cost to the rural ratepayers. If a Dundurn 
example for 1963 was used. the school mill rate was 29 for the village 
of Dundurn and 33.0 for the R.M, 314 (Dundurn). In this case, the 
equalization of school mill rates favored the rural residents and 
shifted the education costs toward the village. 


‘The average school tax mill rate for 1963 was 31.0 for villages, 





20.7 for towns and 29.0 for R.M.'s, This implies that the overall 


direction of transfer was that the rural ratepayers would pay a larger 
share of local education costs. 


‘Taxes for education are not derived solely from local property 
taxes. The provincial government also collects taxes for education 
through a provincial sales tax and through income taxes. ‘The nature 
Of exemptions in the sales taxes may also redistribute income between 


tural and urban areas. Exemptions for farm inputs from sales tax are 











a benefit to farmers. As operating costs rise relative to total cash 
receipts, the value of this provision for farmers increases. The 
recent removal of provincial sales tax on gasoline and diesel fuel was 
a change that had the opposite impact. Farmers were previously exempt 
for many years through the provision of purple gas and diesel while 
others paid the provincial fuel tax. Although the gasoline tax may be 
directed toward highway maintenance rather than education it still 
provides an example of how the relative tax burdens can be shifted by 
changes in regulations, 

Changes in the incidence of taxation and its equity can be 
altered, not only in the manner by which revenues are collected but by 
the manner in which they are spent. Changes in the education delivery 
system through centralization can result in increased costs for busing 
rural students into town, and yet all pay for it. Alternatively, if 
rural students were not brought into a central point, then the 
economics of having larger schools, appropriately sized classes and 
opportunities for a wider variety of curricular options would be 
reduced, 

Difficulties can also arise at the provincial level in terms of 
how the foundation grants are distributed. ‘The amount of grant 
Provided to each school division is available from the provincial 
Department of Education and the details on the formula were made 
available to the authors by SSTA, but it was beyond the scope of this 


paper to evaluate all elements used in the formila. Similarily, the 


formilas used in revenue sharing with municipal governments may have 
an impact on the overall equity of the system based on ability to pay 


and/or the benefits received. This, however, has not been examined. 
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One example that indicates the impact of changes made in the 
foundation grants to school division is the adjustment in the formula 
for calculating the transportation costs for busing students, In 1982 
the formula provided $190 per daily pupil and $90 per daily kilometer 
travelled. But in 1983 the forma was adjusted to provide $100 per 
daily pupil and $115.50 per daily kilometer travelled. The effect of 
this change in the provincial grant formula on two selected school 
divisions within the six which are used as case studies is outlined in 
Table 4.5. 

‘The table indicates the reallocation of provincial expenditures 
toward areas with low enrollment and large busing distances and away 
from areas with high enrollment and shorter busing distances. I£ 
these two divisions were assumed to be the only two divisions within 
the province, then the application of new rates in 1983 resulted in a 
Provincial expenditure increase of $134,366. This expenditure 
increase was 8.64 percent of the 1982 transportation budget. The 
distribution of the increase was $111,182 or 82.75 percent to 
Woodriver and $23,184 or 17.25 percent to Parkland. This simplified 
example is used only to show the direction of the imact of changes in 
the expenditure formila on reallocation of funds between divisions. 

‘This example does not attempt to measure the real costs of busing 
students various distances. The previous formla may have been 
creating distortions which favored Parkland and these may now have 
been corrected. One might suggest that more total investment is 
needed to transport 1,220 students in Parkland than 848 in Woodriver. 
‘The number of stops would also be greater in Parkland and this may 


reduce the average speed of the bus and increase fuel consumption. 
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Accurate costing would form a réasonable basis for readjusting the 
formila. 

Another example of how expenditure policies impact upon the 
‘overall fairness of the system is the provision that the province pay 
90 percent of new capital expenditures (4 mill maximm or ten percent 
at the local level). This provides a transfer of benefits to indivi- 
@uals who are in rapidly growing areas which receive new schools. 
These are mainly in large towns and cities as a result of the rural to 
lurban population shift. Many existing schools were built in previous 
Periods when the provincial government was less generous in its 
capital funding. 

‘The above discussion is intended to assist the reader in under- 
standing some of the complexities of cur current system. Seemingly, 
small changes in one factor may have a significant impact upon other 
factors in the system, and those making changes should seek a fuller 


understanding of the impact before initiating change. 




















5.1 Some Problems in Past Comparisons 


‘The complexity of developing accurate measures of ability to pay 





within the farm sector or between the farm and the urban sector should 





be recognized from the previous discussion in Chapter IV. This 
complexity creates many pitfalls for those wishing to make direct 

‘comparisons between the ver capita cost of education for rural versus 
urban residents. 


Examples of misleading comparisons can be found in the report 





prepared by Wilkinson28 for s,A.R.M. Samples of the comparisons of 










municipal costs and education costs are taken from pages 18, 21 and 





of the report and reproduced as Figures 5.1, 5.2 





and 5.3, 


respectively. ‘The argument presented in that report is that rural 


















residents pay a disproportionate share of the mmicipal and 
educational costs within a community. ‘This argument is based on a 
Girect comarison of local taxes paid by rural taxpayers versus those 
residents in toms and villages, without any consideration of assets 
controlled, and disregarding the share of total taxes supported by 


non-agricultural enterprises, i.e., potash mines, oil wells, etc. The 





first problem with such a comparison is that it does not attempt to 
develop even a crude measure of ability to pay anong the various 


residents. The assessment per capita might also differ widely (Pigure 


28 1, Wilkinson, "Property Tax in Saskatchewan, 1982." 
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4.16 (a-d))- Per capita taxation implicitly assumes all individuals 

















have an equal ability to pay and that all are receiving identical 





benefits. Are the miles of road utilized by each group identical? 
Are the municipal services comparable? 
The second problen is that the comparison does not indicate the 
propor- tion of taxes within the R.M, which is levied on farm land or 
grazing leases relative to the levies on mines, oil and gas wells, 
pipelines or railways. 
In Figure 5.1, for example, it is instructive to note that a mine 
in Hart Butte Rural Municipality No. 11 accounts for $1.771 million of 
assessment while farmland and grazing leases account for $1.875 
million of the total assessment of $3.851 million.29 Almost one half 


of the taxes levied per capita would be attributable to the mine site 

















(or sites) within the municipality, No estimate is made of the costs 
of providing services to the mine(s) in the area but it is clear that 


the comparison is distorted when given on a dollar-per-capita basis, 





with the implication that it is paid entirely by rural residents. At 





a mill rate of 99,8 for RM. #11 in 1981 and farmland and grazing 
assessment of $1.771 million, the 456 residents in the R.M. would have 
paid about $410 per capita rather than the $820.63 per capita 
indicated by Wilkinson, 


In Figure 5.2, for the Rural Municipality of Lamond (Rw 





No. 37) 


is indicated that education costs in 





in the Wilkinson report, 


excess of $900 per capita were paid. In this R.M., $3.593 million out 





29 pata refer to 1961 confirmed taxable assessment (rural mmnicipali- 
ties), and were obtained from Saskatchewan Rural Affairs, Regina. 











of a total of $5.808 million total assessment is attributable to oil 
and gas wells, Again, the amount paid by the rural residents is 
grossly overstated, The Rural Municipality of scott, (R.M. No. 98) 
has a high assessment because some of the land is Regina heavy clay. 
In this example, their educational costs are paid almost entirely by 
farmers as grazing lease and farmland makes up $5.256 million of the 
$5.385 million total assessment for the R.M. The educational tax 
system is therefore extremely dependent upon the equitability of the 
property tax assessment system since there are relatively small 
differences in the provincial mill rates for education. 

In Pigure 5.3, data are presented in a misleading fashion. The 
Rural Municipality of Pense (R.M. No. 160) shows an extremely high 
education cost per capita relative to other R.M.'s, towns or villages. 
‘The R.M. of Pense had a 1981 total assessment of $11.532 million with 
farmland and grazing land being assessed at $4.731 million. Mines and 
oil and gas pipelines were assessed at $5,078 and $1.159 million, 
respectively. ‘The per capita tax indicated is not paid in total by 
the rural residents farming in the area, as their share is less than 
hal€ of the total assessment in the RM, 

Tt is hoped that the recognition of some of these complexities and 
inadequacies in some of the recent methods of measurement will assist 
other authors in more accurately reflecting the actual situation in 


rural Saskatchewan. 


5.2 Bducation Effort _in Selected School Divisions and Ability to Pay 





Tt would be extremely complex to sort out all of the different 


forms of taxes paid by various groups in society. Similar diffi- 








qulties would arise in comparing various enterprises within the farm 
sector and within various areas of the province—a task which is well 
beyond the scope of this study. 

In Chapter IT we have provided an overview of the changes in 
educational funding during the past several decades. Following this 
in Chapter IV, we compared property taxation with other indicators of 
the agricultural sector on a provincial basis. This chapter is 
focused on a sub-provincial basis. Tt examines educational funding 
within a small number of school divisions. Indicators of the levels 
of taxes as well as incomes and wealth, where possible, are examined. 
Other factors, such as a growing versus a declining region, presence 
of an industry within the region, and distribution of producers by 
size of farm and gross income levels were considered. This portion of 
the study only looks at the farm sector and makes no explicit evalua- 
tion of urban versus rural taxation levels and their ability to pay. 

Comparison of the relative ability to pay is made using the 
following measures: 


(1) Taxable assessment on a per capita basis in various school 


divisions, along with a review of characteristics of the 


region's agriculture industry. 
(2) Comparison of municipal and school tax rates. 

(3) Comparison of per capita tax levy. 

(4) Levels of gross farm income ver capita. 

(5) Average value of sales per farm. 

(6) Levels of tax arrears. 

‘The school divisions examined in more detail included Parkland 


(No. 63), Kerrobert (No. 44), Saskatoon East (No. 41), Canora (No. 











37), Wood River (No. 6) and Weyburn (Wo. 11). These school divisions 
are shom in Figure 5.4(a), The school divisions were chosen to 
reflect the diversity that exists in rural Saskatchewan both arong 
school divisions and within them. There are differences in farm size 
and enterprise mix, porulation densities and rates of growth, Land 
base, soil capability and the presence or absence of industrial 
activities within each area. 

The mmicipalities which were included in the analysis are those 
that are in or partly within the school divisions, as indicated in 
Figure 5.4(b) An initial overview of each of the school divisions 
(SD) is provided. ‘The population levels and changes in it over the 
Past three decades is shown in Figures 5.5(a-f).30 his indicates 
that there are a few R.M.'s which have grown but most have undergone 


the decline which has been experienced generally throughout 
Saskatchewan, Those R.! 





8 that are near major cities or have 
Geveloped major industries are the ones which have grom. It should 
also be noted that some are larger in size than others due to 
amalgamation or other factors, R.M.'s in SD No. 37, Canora, have 
pearly twice the level of population as the R.M.'s in SD No. 6. It 
should be noted that R.M. No. 43 is about four times the size of the 
standard R.M. in the province. This indicates the size of farm and 


relative population density between the two areas. R. 





data from the 


1976 census were used to develop a brief economic profile of each of 





% ‘the format of providing information for all R.M.'s within a single 
school district is the sane throughout this chapter as that adopted 

for the Figure 5.5(a-f). The "a" will always refer to SD No. 63, b to 
SD No. 44 and s0 on. 








Figure 5.4a: SCHOOL DIVISIONS SELECTED FOR MORE DETAILED EXAMINATION 
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Figure 5.4b: RURAL MUNICIPALITIES ENCOMPASSED BY SELECTED SCHCOL DIVISIONS | 
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Figure $.5 acfs PORMATIONS OF MNICIPALITIES SELECTED POR YE 
SEIAILED EADUTIGN 
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£ continued: POPULATIONS OF MNICIPALITIES SELECTED FOR 


Figure 5.5 a~ 
MORE DETAILED EXPMINATION 
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Source: Department of Mmicipal Affairs, 








Figure 5.5£: School 
Division #11 





source: Department.of Municipal Affairs, Annual Reports. 
























the school divisions.31 the detailed tables of population, land use 
and crop acreages for 1976 are given in Appendix Tables Al and A2. 


Livestock marketings for 1981 are in Appendix Table A3. 


5.2.1 A Review of Agriculture, Industry and Other Economic Charac~ 





teristics for Selected School D! 





ions 


Parkland - $.D. No. 63, North Central Saskatchewan 





‘The majority of farms (60-70 percent) in this region are less than 
760 acres. ‘he area is more densely populated with farmers than most 
other areas of the province. However, their income levels are 
generally below other regions. The distribution of farm cash receipts 
in 1981 is shown in Figure 5.6 and indicates a low income area. The 
RwM.'s included in the school division were used to compute the 
Classification of the farms according to their gross farm incone.32 
‘The machinery and equipment value was between $85 and $107 per 
cropped acre in 1976, The amount of sumerfallow in 1976 was between 
28 and 35 percent of cropped acres. Up to 40 percent of the land 
within some of the R.M.'s is unimproved land or woodland. ‘The 
assessed value of all the farm and grazing land in R.M. numbers 464, 


493, and 494 averages about $7.24/acre, based on the total area of the 





31 1981 census data were not published by Statistics Canada on an R.M. 
basis. 


% one should note that gross farm receipts can be influenced by the 
mix of enterprises within a region. For example, a farm with a gross 
income of $300,000 from wheat sales is deemed to be a large farm. A 
similar feed lot finishing 300-400 head per year could provide a 
$300,000 level of receipts. ‘This may not be of great importance 
because of the relatively small numbers of cattle and hogs in the 
study areas. 








Number of Farms 


Number of Farms 
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Figure 5.6: DISTRIBUTION CF GROSS FARM RECEIPTS FOR PARKLAND - SD, #63 





340 


3204 iD 
300 4 





























ed “WW, WB 
YY) AG 


2.5 7S 17S 375 75 150 











Gress Income Per Farmer ($ '000"s) £ 


source: Statistics Canada, Special Computer Run requested by authors, 1981 


R.M, (1981). The R.M, No. 555 has an average assessed value of about 
$0.72/acre in 1981 (part of the acreage may be Crown land) .33 

‘The major crops grown were wheat, barley and tame hay and some 
canola and oats. ‘There are substantial numbers of hogs and cattle in 
the district, as the R.M.'s in this area market nearly twice the 
number of cattle and hogs as does the average R.M. in the province. 
Part of this is due to the larger than average size of R.M.'s and part 


is due to the amount of unimproved land in the area. 





33 pata obtained from Saskatchewan Rural Affairs and refer to the 1981 
Confirmed Taxable Assessments. 














Kerrobert - §.D. No. 44, West Central 


Farm size in the Kerrobert area is larger than the provincial 


average with 50 to 60 percent of the farns larger than 760 acres. The 
area has a higher 10-year average yield for wheat, durum, oats and 
barley than the provincial average and canola yields are about equal 
to the provincial average. Farmers in the area have higher incomes 
than the provincial average. The distribution of farm incomes in 1981 
is shown in Figure 5.7 and indicates an above average level of income 
in the area, 

‘The machinery and equipment value was about $90 to $95 per cropped 
acre for the region and approximately 44 percent of the improved land 
was sumerfalloved in 1976 (pasture excluded). Approximately 20 
percent of the land in the total area is unimproved, with the RM. of 
Antelope Park (No. 322) having the most unimproved land at 50 percent, 
and the R.M. of Progress (No, 351) having the least unimproved land at 
10 percent. The 1981 average assessed value per acre of the total 
area is $10.30/acre. 

The major crop in the area (1976) was wheat with barley and cats 
comprising about one fifth of the wheat acres and with flax, rye, 
canola and tane hay all occupying only a minor fraction of the cropped 
acres. Livestock sales are not of great importance as only R.M.'s 381 
and 382 show any significant volume of hogs marketed. R.M.'s 352 and 
352 market some fed cattle while R.M."s 382 and 411 predominantly 
market calves. 

‘The Kerrobert district has some mnicipalities where oil and gas 
wells and pipelines contribute to the econoic activity and the tax 


base of the area. 
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Figure 5.7: DISTRIBUTION OF GROSS FAR RECEIPTS FOR KERROBERT - S.D. #44 
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Saskatoon East - $.D. No. 41, Central Saskatchewan 





Farm size in the Saskatoon east area is smaller than in the 
Kerrobert area, as 50 to 60 percent of the farms are under 760 acres. 
‘The distribution of farm cash receipts in 1981 for the area is shown 
in Figure 5.8, The influence of small "hobby farms" is evident. 

‘The machinery and equipment value was about $105/cropped acre in 
1976. Approximately 40 percent of the improved land was surmer— 
falloved in 1976 (excluding pasture). Between 15 and 20 percent of 
the land in the area is unimproved. The average 1981 assessed value 


per acre of the total area is $10.88 per acre. 
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5.8: DISTRIBUTION OF GROSS FARM RECEIPTS FOR SASKATOON EAST - S.D. #41 
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Statistics Canada, Special computer mun requested by authors, 1981 


‘The major crop in the area (1976) was wheat, with barley and oats 
being somewhat important. Other crops such as rye, flax, canola and 
tame hay are minor crops. Tame hay is important in the Dundurn and 
Corman Park municipalities. Corman Park had the highest livestock 
marketing in the Saskatoon East division and was comprised of both 
cattle and hogs. 

‘This area has several potash mines and some satellite communities 
of the city of Saskatoon. This has made it a growth area in terms of 


population and an expanded tax base. 
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37, Bast Central 








Farms tend to be smaller in the Canora area with 70 to 80 percent. 





less than 760 acres in size. The distribution of farm receipts in 





1981 is in the middle to lower end of the income scale, as shown in 






Figure 5.9, 






‘The machinery and equipment value in 1976 was $110 per cropped 






acre. This slightly higher value may be partly because of the need 






for more horsepower in somewhat heavier soils and also the need for 




















greater timeliness due to frost. The proportion of sumerfallow acres 
was slightly under 40 percent in 1976, Approximately 20 percent of 
the total area is unimproved land, ‘The average assessed value per 
acre is the highest of the areas studied, at $13.26 per acre in 1981. 
‘The major crop in the Canora area is also wheat, but barley occupies 
about twenty percent of the acreage seeded to wheat. Oats and tame 
hay acreage rank third and fourth, followed by canola. Rye, flax and 
other crops are of minor importance. Cattle and hogs are also rela- 
tively unimportant, as only the R.M. of Invermay No. 305, marketed 


over 1,000 steers or hogs in 1981. 





Hood River No. 6, South West 
Fams are relatively large in the Wood River division, as only 40 
to 50 percent of the farms are less than 760 acres. The larger sized 
farms in the area contribute to higher farm cash receipts per farm in 
1981, as indicated in Pigure 5.10. 
Machinery and equipment investment was almost $90 per cropped acre 


in 1976, Lighter soils and favorable weather conditions where timeli- 





ness is less critical may partly explain this lower level of invest- 











Pigure 5.9: 


DISTRIBUTION OF GROSS FARM RECEIPTS FOR CANCRA - S.D. #37 
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Figure 5.1 


Humbpr of Farms. 


Source: Statistics Canada, Special Gumputer Rm requested by author, 1981. 
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ment. There is a relatively high level of sumerfallowing in the 


area, at 44 percent. The proportion of the total area in the district 


which is unimproved is about 30 percent. The R.M. of Old Post No. 43 
and Glen McPherson No. 46 have the highest proportion of unimproved 
land at 62 and 47 percent, respectively. The average 1981 assessed 
value for the total area is $10.25 per acre. This may appear high 
relative to an area like Kerrobert when one considers some of the low 
quality grazing land in the two mmnicipalities 43 and 46 which are 
over a third of the total area in the R.M.'s selected. Kerrobert only 


had about 20 percent of its total area in unimproved land. 


‘The major crop in the area (1976) was wheat. Tame hay is the next 


most important crop, with the R.M. of Old Post having a third of the 
wheat acreage cropped in tame hay. Oats, barley and other crops are 
minor. Cattle and calves are reasonably important in R.M.'s 43 and 


46. Hogs are unimportant except in R.M. No. 76. 


Weyburn ~ 8.D. No. 11, Southeast 

Fars in the Weyburn area are similar in size to the Saskatoon 
east area where 50 to 60 percent of the farms are less than 760 acres 
in size. The incame level is lower than in Kerrobert and Wood River 
bat higher than in the Canora or Parkland districts, The distribution 
of farm cash receipts by farm in 1981 is shown in Figure 5.11. 

‘The machinery and equipment value was just under $95 per cropped 
acte in 1976, Approximately 42 percent of the improved land was 
sumerfallowed (excluding pasture). There is about 20 percent of the 
land which is unimproved in the Weyburn district. 


‘The major crop in the Weyburn area (1976) was wheat. 





Barley was 
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the second most important crop followed by tame hay and then oats in 
Flax is a minor crop and rye and canola are extremely small. in 


1976. 
terms of their acreage. 

There is a small amount of livestock in the district with two 
R.M,'s marketing over 1,500 head of slaughter steers in 1981. Only 
the RM of Fillmore exceeded 1,000 hogs marketed in 1961, with just 
over 2,000 sent to market. 

‘There are some other activities in the area, such as oil and gas, 


which also contribute to the economic base of the region. 
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Selected Comparisons Between School Divisions 









‘These brief descriptions of farm size, enterprise mix, incone 






level and assessed value per acre in the various R.M.'s has indicated 






some of the diversity within the region. 






‘There are also differences 


in industrial activity in these regions as some have oil wells or 






potash mines and others do rot. 





‘The simple comparison of total 





assessed value for farm and grazing land for a region relative to the 






total area indicated that the Canora area had the highest assessed 





value per acre, On first glance, one might then suggest that farm 





incomes and land prices would be highest in that area, but when one 






looks at farm size and farm numbers, the small farm size suggests 
















lower farm income. A more accurate measure of wealth, or a proxy of 


190, ability to pay is per capita assessments. 


Relative Per Capita Assessment Levels 


Per capita assessments for R.M."s within the various school 
divisions are illustrated in Figures 5.12(a-f). It should be noted 
that these graphs indicate the total tax base of the area rather than 
just the farm land tax base. For example, R.M. No. 242, which has a 
potash mine, has a per capita assessment of nearly $20,000. R.M. No. 
S11 in the fringe agricultural area has an assessment of less than 
$1,000 per capita. The assessment ver capita in the R.M."s in the 
Canora area (SD No. 37), for example, are below the assessment per 
capita in the Kerrobert area—SD No. 44, Part of the difference could 
be explained by differences in farm size. Since the total tax base is 
indicated in per capita assessment, one mist know the farm portion of 


the assessment base to make accurate comparisons. 
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FER CAPITA ASSESSMENT FOR SELECTED SCHOOL DIVISIONS, 
AND SELECTED YEARS 


Per Capita Assessment 











Figure 5,12a> 
School Division #63 
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Figure 5.12 a-f continued: PER CAPITA ASSESSMENT FOR SELECTED SCHOOL 
DIVISIONS AND SELECTED YEARS 
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Figure 5.12 a-f continued: “PER CAPITAL ASSESSMENT FOR SELECTED SCHOOL 
DIVISIGNS, AND SELECTED YEARS 


Per Capita Assessment 





Per Capita Assessment 





Figure 5.12f: 
School Bivision #11 
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‘The wide differences in the importance of agricultural assessments 






to the R.M."s in the study area are shown in Figures 5.13(a-f). These 


indicate that all of the R.M.'s were primarily dependent upon agricul- 







ture for 80 percent or more of their tax base in 1951. Now, some 
R.M."s such as No. 343 and No. 344 collect only about one quarter of 
their taxes from agricultural land, ‘The R.M.'s that received more 


than half of their tax base in 1981 from non-agricultural sources 





















include R.M.'s Nos. 36, 37, 342, 343, 344, and 320. Most R.M.'s 
within the study area still depend on agriculture for 80 percent or 


more of the taxation base.34 


5.2.2 Relative Levels of Municinal and School Tax Rates 





‘The mmicipal and the school tax rate for each of the R.M.'s is 

shown in Pigures 5.14(a-f) and 5,15(a-f), respectively. The municipal 
tax rates show a greater variation than do the school tax rates. Some 
municipal mill rates are about 50 mills, such as RM. No. 37, while 

others such as R.M. No 494 exceed 120 mills. This simple comparison 
does not recognize differences in services or quality of roads which 

may exist between these R.M.'s. It should he remembered that RM. No. 
37 receives about two-thirds of its tax levy fran non-farm assessments 
(Figure 5.13f), while R.M, No, 494 receives only 10 percent of its tax 
levy from non-agricultural assessments (Figure 5.13). The school tax 


mill rate has a narrower range of about 75 to 100 mills in these 


34 his study has not examined the costs which occur die to potash 
mines, oil wells, pipelines or expanding hamlets within a rural 
municipality. Same cost increases could be expected in order provide 
the level of services required. 
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Figure 5.13 a-f: PERCENT OF TAX BASE RELATED TO 
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Figure 5.13 a-f cotinued: 
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Figure 5. 
School Bivision #37 
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Figure 5.13 a-f continued: 
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Figure 5.14a: 


Figure 5.14 af: 
School Division #44 
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Figure 5.14 a-f continued: MINICIPAL TAX FAIE, SELECTED SCHOOL 
DIVISIONS AND SELECTED YEARS 


Municipal Tax Rate 
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Figure 5.14 af omtinued: MUNICIPAL TAX RATE, SELECTED SCHOOL DIVISIONS 
AND SELECTED YEARS 
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Figure 5.15 a-f continued: SCHOOL TAX FATE, SELECTED SCHCOL DIVISIONS 
choo! ‘ate 

















Figure 5.15 a-f contimed: SGHOGL TAX RATE, SELECTED SCHOOL DIVISIGNS 
AND SELECTED PERIODS 
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Figure 5.15f: 
School Division #11 

















109 


divisions. again, R.M. No. 494 had the highest mill rate, at 100 
mills in 1981. 


5.2.3 Level of Per Capita Tax Levy 


‘The per capita tax levy in each RM. is show in Figures 5.16 
(a-£). This indicates that the per capita tax levy was highest in 
R.M, No 342 at about $2,600 while at the lover end of the range R.M. 
No, 493 had a per capita tax levy of less than $300. This, however, 
does not consider the needs in various areas, the level of services 
available therein or the ability of various areas to pay For 
example, R.M, No, 342 had an assessment of nearly $20,000 per person 
due to the potash mine in the area, This wide difference must not be 
used in isolation and without developing a reasonable perspective to 
say one RM. or group is paying too mich or too little relative to 


another. 


5.2.4 Level of Gross Income Per Capita 
‘The gross income level of the farms in the various school divi- 


sions was calculated by the authors using the number of farmers 
reporting income and the income range they stated. The authors chose 
mig-points for the ranges to arrive at gross income ver capita.35 
This reflects the range that exists in the province. Figures 
5.17 (af) indicates the gross income/per capita and the per capita tax 


levy as a percentage of the average gross per capita income from 





35 » computer file which classified farms within a sub-district in the 
province and indicated income range and acreage was obtained by 
Special request from Statistics Canada. 
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Figure 5.16 a-f: PER CAPITA TAX LEVY, (TOTAL ASSESSMENT) , SELECTED 
SCHOGL DIVISIGNS AND SELECTED PERIODS 


Per Capita Tax Levy 





Figure 5.16a: 
School Division #63 
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Figure 5.16b: 
School Division #44 























iL 


Figure 5.16 a-£ continued: PER CAPITA TAX LEW, (TOTAL ASSESSYENT) , 
SELECTED SCHOOL DIVISIGNS AND SELECTED PERIODS 
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Figure 5.16d: 
School Division #37 
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Figure 5.16 a-f continued: FER CAPITA TAK LEVY, (TOTAL ASSESSMENT) , 
SELECTED SCHOOL DIVISIONS AND SELECTED PERIODS 
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Figure 5.16f: 
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Figure 5.17 a-f: PER CAPITA TAX LEVY AS A PERCENT OF INCOME, AND LEVEL 
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Figure 5.17 anf continued: PER CAPITA TAK LEW AS A PERCENT OF INOWME, ND U 
OF GROSS INCOME, SELECTED SCHOOL DIVISIONS AND 
PERIODS 





Figure 5.17c: 
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Figure 5.174: 
School Division #37 
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Figure 5.17 a-f continued: PER CAPITA TAX LEVY AS A PERCENT OF INCOME, 
AND U @ ace nee, Sextet SESE DIVISIONS AND SELECTED 
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Figure 5.17: 
School Division #11 
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agriculture, The gross farm income estimate developed ty using the 
mid-points within the income range was expressed on a per capita 
basis, Some R.M."s realized less than $10,000 per capita such as 
Rut's Nos. 464, 493, 494, 555, 314, 343, 344, 274, 304 and 305. RM. 
No. 555 was below $5,000 gross farm receipts per capita. As noted 
earlier in reference to Figure 5.6 the enterprise mix can exaggerate 
the gross income figure if there are major feedlots or hoy enterprises 
in the district. A second factor which distorts on a per capita basis 
is the level of population. R.M. No. 344 has a population of over 
6/000 due to the influence of Saskatoon and RM. No. 343 has a popula~ 
tion exceeding 1,000. These large populations on acreages lower the 
gross farm income per capita, In most of the other R.M.'s, the lower 
gross farm receipts per capita is probably because of smaller farm 
size and generally low incomes. 

‘The gross income per capita is highest in RM. No. 411 at over 
$35,000 per capita in 1981, The more accurate comparison would be the 
gross farm income per farm within the district. Figures 5.17(a-f) 
also distort the levy paid per capita as a percent of farm gross 
incone since if the per capita levy is high because of oil wells or 
potash mines, the rural residents in the area are credited with having 
paid the total levy. RM. No. 343, for example, indicates a per 
capita levy which is about 15 percent of gross farm receipts per 
capita because of the influence of the potash mine and a somewhat 


higher population because of non-farm residences in the R.M. 
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5.2.5 Level of Average Value of Sales Per Farm 


‘The average value of sales per farm varies in the different areas 
of the province as indicated in Figures 5.6 - 5.11. A single year, 
1981, is not a reliable indicator because of the variation in crop 

conditions between regions which can exist in a single year. Unfor- 
tunately, this classification by farm numbers and estimated gross 

income is only available for a census year. The highest 1981 gross 
farm income was in School Division No. 44 and the lowest was School 


Division No. 63. 


5.2.6 Relative Levels of Tax Arrears 
In summarizing this section, as one can observe, different 
measures of ability to pay yield a different nature of inequity in the 
funding of the rural education effort, Furthermore, implicit in much 
of the discussion here is the assumption that our taxable assessnent 
system is fair and equitable—an inference we examine in detail in the 

next section. 

‘Tax arrears as a percentage of total taxes levied provide another 
indication of how ability to pay in rural areas has changed over time. 
Figures 5.18(a-f) indicate that there is a mich svaller proportion of 
outstanding arrears in recent years than in past years. The R.M.'s 
may have outstanding arrears due to localized crop failures or tight 
quotas respecting the grain produced which reduces cash flow of 
farmers. The R.!l.s with the highest historical outstanding arrears 
are in SD No, 63, Parkland. The School Divisions No. 6, Wood River, 
and No. 37, Canora, had the highest outstanding arrears in 1971, 


probably due to either weather or quota restrictions, All R.M.'s have 
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Figure 5.18 anf: TAK ARREARS AS A PERCENT OF TOTAL TAX LEW, SELECTED 
SCHOOL: DEVISIGNS AND SELECTED YEARS 
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Figure 5.18 a-f continued: TAX ARREARS AS A PERCENT OF TOTAL TAX LEVY, 


Figure : 
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Figure 5.18 a-£ continued: TAX ARREARS AS A PERCENT OF TOTAL TAX LEW, 
SELECTED SCHOOL DIVISICNS AND SELECTED YEARS 


Tax Arrears as a % of Total Tax Lew 





Figure 5. 18e: 
School Division #6 





ager 


Calculated: statistics fron tal Reqart of orp. of Hinicipal Mfaics, 
iose-ise 


Tax Arrears as a % of Total Tax Levy 





Figure 5.18f: 
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shown substantial improvement in terms of reduced arrears over the 
Period. R.M. No, 303 in the Canora division had the highest outstand- 
ing arrears in 1981 at just less than twenty percent of the levy. The 
general reduction in mmicipal tax arrears may partly reflect the 
increase in the non-agricultural tax base which may be up to date in 
its payment of tax or it may indicate that the tax burden has been 


reduced in real terms for rural residents over the past two decades. 


5.3 Bquity and the Taxable Assessment System 


Most of the debates over our taxation system relate to the concept 
of equity and fairness. Arguments like "John lives in town and only 
Pays $400 in taxes to send his four kids to school, and he gets sewer 
and water....T paid $8,000 in taxes last year, I've only got one child 
in school and T just had to fix my own pressure system and pay for the 
honey wagon," distort the real picture. 

‘The more often arguments like this are used, the greater the 
appeal of the “beneficiary pay" concept. ‘The system would clearly be 
unfair if both had the same wealth and income and the costs of educa~ 
ting each of the children were identical—factors neglected in this 
argument, John may have a relatively low income, a modest house and 
lives across the street from the school. The individual making the 
complaint may own six sections of land and have a large show home, 
about 30 miles from school. Their wealth is clearly different, as are 
the costs of education per student partly due to busing distances. 

Saskatchewan's current assessment system is a proxy for ability to 
Bay, but like most mechanisms, it is not exact. Neither is our income 


tax system exact because of its loopholes and complexities. the 











assessment system for rural and urban residents are different. ‘The 
lurban system is based on historical market value—which may or may not 
be relevant today—and the rural system is based on vroductive value. 
‘The systems may have developed some historical relationships in the 
past which may no longer apply. The systems may not reflect the new 
conditions where business or rural property taxes are deductible for 
income tax purposes while taxes for an urban resident are not. It may 
not reflect the fact that urban residents can realize a tax free 
capital gain on their home while a farmer may pay a capital gains tax 
on the home quarter, partly because of the increase in the value of 
his farm home which may be difficult to document. The anount of 
capital gains on a rural residence are frequently less than on an 
urban hane due to marketability. 

Problems can also exist within the rural assessment system in 
terms of how it treats one farmer relative to another or farmers in 
one region relative to another. Recall the problems of the flat land 
tax just after the turn of the century—or the failure of the assess- 
ment system based on the market value of land to follow the slide in 
land prices during the 1930's. Rigid systems based on formulas are 
vulnerable to becoming out of touch with reality, particularly during 
periods of inflation or deflation. 

Several examples from our current rural assessment system can be 
raised by economists, as opposed to soil scientists. The assessment 
system is based on soil productivity but it also considers other 


factors such as distance from markets or accessibility. The assess- 





ment system uses two adjustment factors that affect the economics of 


farming in various regions of the province. 





Freight rate zones for 
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the province are set according to the Crowsnest Pass Agreement and the 
assessment of the various mmnicinalities are adjusted accordingly. 
‘The adjustments in land assessment for the various regions are 
outlined in Table 5.1, reproduced from the 1979 Rural Land Assessment 
Manual. The map of freight zones is shown in Figure 5.19. This 
indicates that a farmer at Kerrobert would have his land assessment 
reduced by 6 percent relative to a farmer at Moosomin with the same 
quality of land. If both produce 20,000 bushels for sale, the 
difference in freight on this volume is $720, The sales value to each 
at $5.00 wheat is $100,000. The $720 may be offset by a property tax 
reduction of 6 percent. Six percent of $4,000 in property tax is $240 
more taxes paid. The adjustment was put in place when grain prices 
may have been at $0.35/bu. or $1.35/bu., when a change of 3.6 
cents/ou. represented an element of considerable importance. 
Boonomist talk about the marginal tax one pays. The farmer at 
Moosomin in this case pays $240 more in taxes because he received $720 
more for his wheat or a marginal tax rate of 33 percent. 

‘The fuel tax rebates scheme outlined in Pigure 5.20 and Table 5.2 
indicates a similar adjustment. ‘The 4 cents/gallon differential was 
an important contributor to costs when fuel was 21 cents/gallon, but 
is not today. ‘This time the farmers at Moosomin and Kerrobert both 
benefit relative to someone near Saskatoon or Regina. 

These simple observations lead to other questions like how cost 
differences are reflected in terms of number of sumerfallowing 
operations in various regions of the province—i.e., 4 times in the 
southwest and 6 or more summerfallow operations in the north. 


Currently, this major cost difference is not reflected. 











Table 5.1 


ADJUSTMENTS FOR FREIGHT RATES 





Freight Zone* Adjustment (Percent) 





18 
is 
20 
2. 
22 
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24 
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* For zone boundaries see Chart #1 of the 
Appendix. 


Source: Rural Land Assessment Manual, 1979. 


Table 5.2 


ADJUSTMENTS FOR GAS AND OIL, PRICES 





Schedule Price (Jan. 1973) Adjustment 
(Cents per Gallon) (Percent per Zone) 











Note: or gas and oil price variations, see Chart 
#2 of the Apendix. 


(A combined schedule for freight rates and fuel 
prices (or P.L.C.) as they apply to individual 
municipalities appears in a schedule designed for 
field application.) 


Source: Rural Land Assessment Manual, 1979. 
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Figure 5.19: MAP OF SASKATCHEWAN SHOWING FREIGHT RATES (PER HUNDRED 


WEIGIT) DESIGNATED BY COST ZONES FOR PRACTICAL LAND 
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Saskatchewan 


Saskatchewan Rural Land Assessment Manual, 1979. 


Mmicipal Affairs. 


Source: 
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Figure 5.20: MAP OF SASKATCHEWAN SHOWING GAS AYD OIL PRICE ADJUSTMENTS 


USED IN THE SASKATCHEWAN ASSESSMENT SYSTEM 
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Source: Saskatchewan Rural LandAssesstent Manual, 1979, Saskatchewan 


Mmicipal Affairs. 
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How are the irregular fields treated in the assessment system when 
sloughs, bush or railways create field inefficiencies and increase 
working time? Currently, the deduction for these negative factors is 
Jess than in the 1950's when horses and small tractors were used. 
‘This appears contrary to the actual changes in costs. Large tractors 
generate greater costs in operating on small irregular land parcels 
than did horses. 

To see if there was any substance to the argument that the 
assesment system may be out of touch with changes in costs and market 
values, a hypothesis was made that land in the North and East 
(Parkland region) may be ovetassessed relative to land in the Brow 
and Dark Brow soil zone, One mechanism to develop a comparison of 
land selling prices relative to assessed values in the various regions 
of the province. Canora and Kerrobert School Districts were compared 
using the R.M."s indicated earlier in this report. Land sales in the 
‘two regions during 1982 were compared to assesmnents by a statistician 
in Saskatchewan Agriculture. The total sales were 125 in the 
Kerrobert area and 158 in the Canora area. Data from the Land Titles 
offices were used and confidentiality of individual sales was 
maintained, The results indicated that if the sales value was an 
average miltiple of assesanent in the Canora region of X it was 1.54X 
in Kerrobert. For example, if it was 25 times the assessnent at 
Canora it was 38.5 tines the assessment at Kerrobert.36 


Tt is recognized that this mechanism may not capture building 





3 confidentiality prevents reporting the actual miltiple in the two 
regions. 








values and that it may reflect more non-arm's length transaction in 
















one area during a one-year period than in the other. Despite these 
qualifiers, it appears that further examination of the assessment 
system may be warranted, Tt is the assessment system which determines 
how mich property tax one individual pays relative to his next door 
neighbor as well as others across the province. Many of the 
provincial revenue sharing schemes and the Foundation Grants System 
relate local tax burden and local ability to pay to the assesanent 
system, 

Although only a few elements in the Rural Assessment System were 
examined, the ease with which factors could be found which appeared 
out of touch with current reality suggests a thorough review of the 
system is required. The consistency of the Urban Assessment System 
relative to the Rural Assessment System has undoubtedly been 


influenced by changes in income taxes, inflation and other factors and 





should therefore be included in a review. 
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Chapter VI 
SUMMARY AND CONCLUSTONS 


6.1 Summary 
6.1.1 ‘The Property Tax Debate 

Rarely in its history has property taxation in North America 
received as mich attention as it has in recent years—an era marked by 
skyrocketing property values, the enactment of Proposition 13 in 
California and Proposition 2 1/2 in Massachusetts, Part of the expla- 
nation for the rising local (property) tax burden is rising education 
costs. For example, elenentary and secondary education costs in 
Saskatchewan were $188 million in 1970 and rose to $498 million by 
1979, This is a cost of $1,398 per student in 1979, almost double the 
$746 per student in 1970. The cost per student in Saskatchewan is 
Somewhat lower than for a province such as Ontario and for Canada as a 
whole. Such comparisons mist be used cautiously since these costs 
differences reflect a variety of factors such as capital construction 
costs, busing distances, salary levels and possibly the age mix of 
students, 

During the past decades there has been a slight reduction in the 
share of the total exenditure on elenentary and secondary education 
by private sources and an increase by public sources. The mmicipal 
share of elenentary and secondary (E45) education expenditures has 
risen slightly during the 1978-1981 period. During 1950, local 
governments paid for slightly over half of the total (EsS) education 
costs, but by the late seventies the local share had declined to about 


one-third, However, this has not decreased the amount of funds 








required to fund E&S education. 
































In fact, the local government outlay 

of $84.5 million in 1970 doubled to $164.3 million by 1979. Local 
government generate these revenues by imposing property taxes. AS the 
need for funding ExS education increased, so did the levy for educa 
‘tional. purposes 

Rising property taxes has been a matter of concern across North 
America for a number of reasons. First of all, these tax increases 
make individuals avare of rising education costs, particularly at the 
local level where there is greater participation by property owners in 
the democratic process. Second, as a result of the rising burden of 
property tax, the taxpayers are questioning whether property taxation 
is an appropriate method of funding education costs. More important 
is the question of a third party establishing an individual's property 
tax; nowhere else does a third party establish the basis of the tax 
except for property taxes. Third, property taxes are unpopular 
because one cannot avoid them. One may be able to avoid income taxes, 
as well as sales taxes, if one is committed to doing so. 

Property taxes are a contentious issue in the context of rural 
educational effort. Some have argued that rural residents pay too 
high a level of property taxes to support education. Concerns over 
the use of property taxes as a source of revenue for school boards has 
been heightened by the shift in population during the past few 
decades. Saskatchewan has been a slow growth province in Canada 
undergoing a major population shift from rural to urban centers. As a 
result, enrollment in rural areas has declined, busing distances have 
increased, and consequently the cost of education for rural students 


has risen, 











‘The equitability of using property tax to fund education has also 


been raised. Some have suggested that alternative sources of revenues 






be used to finance rural education, particularly in light of declining 
enroLiments. 















i ‘This study was undertaken to address sone of these questions 
related to rural education in Saskatchewan. Among these, the follow 
ing are noteworthy: 

(2) What is the level of expenditure on Ess education in the 
Province, and how does it compare with Canada as a whole or 
with some other provinces? Furthermore, are the funds for 
this education predominantly through property taxes and how 
does Saskatchewan compare with other provinces in Canada? 

(2) How does the increase in property taxes compare with other 
types of taxes paid by farmers? How do the past trends or 
changes in agriculture affect the cost of ESS education and 
its financing? 

(3) How does the present method of property taxation relate to 
the “ability to pay" of rural residents, particularly 
farmers? 


‘The last question of “ability to pay" is aidressed by examining 





Provincial economic indicators and various issues related to property 
taxes for six different school divisions of Saskatchewan. These areas 


are: 
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Wood River 


ast Central) 


43, 44, 45, 46, 74, 75, 76, 


(Southwest) 104, 105, 106 

11 Weyburn 36, 37, 66, 67, 96, 97 
(Southeast) 

37 Canora 273, 274, 303, 304, 305 


41 Saskatoon East 283, 313, 314, 342, 343, 
(Central) 344, 372, 373 
44° Kerrobert 320, 321, 322, 350, 351, 
Giest Central) 352, 352, 380, 381, 382, 
au 
63. Parkland 464, 493, 494, 555 
(Worth) 
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as a whole, 


it relates to the question of rural education. 


6.1.2 ‘The Cost of Education and Its Financing 
Saskatchewan is somewhat unique in terms of the cost of rural 


Bach of these school divisions is located in a unique area. Analysis 


of these divisions sheds light on the question of ‘ability to pay’ as 


education, and also with respect to financing it through property 
taxes. ‘The latter type of uniqueness is shown by the fact that 
Saskatchewan has the largest land base of all Canadian provinces. For 
example, in our province we have 66.2 acres per person, as against 


only 1.7 for Ontario, 1.9 for British Columbia and only 6.7 for Canada 

















The manner in which education has been funded has been changing 

over the past few decades. The funding requirements, in a similar 
vein, are also changing because of many developments such as: the 
creation of larger school divisions, the continuing shift of rural 
farm population to non-farm and urban centers, increases in provincial 
grants, the Saskatchewan Foundation Grants Act (1970), and a system of 
property tax rebates, 

How mich do we spend on ZéS education? During 1980 we spent $571 
million, but that was only 4.5 percent of our economic wealth (as 
measured by the gross domestic product of Saskatchewan). Now, the 
question—vho pays for this cost? the trend has been for the provin- 
cial government to shoulder an increasing proportion of educational 
funding, particularly until the mid-1970's, after which the provincial 
share tended to stabilize and then decline. the local share declined 
until the mid-1970's and then showed a snall increase. Provincial 
funds for education are generated from general revenues and income tax 
is a major contritutor. Therefore, it is important to review how the 
magnitude of property tax and income tax have changed for farmers 
during the last few decades. 

During the 1940's, property tax used to be the major tax paid by 
farmers and exceeded income tax by a factor of 10 or more. During the 
1970's, income taxes have increased, and have became more prominent 
than property taxes in some years. What does this imply for who pays 
for education in Saskatchewan? Tt appears that more and more, educa~ 
tion is being financed by those who have paid taxes to non-local 
goverments and less and less, by omers of property. Farmers are 


among those paying more to non-local governments through income taxes. 






















Any comparison of Saskatchewan educational costs, on a per capita, 
per pupil, or some other basis, with other regions of Canada is, to 
say the least, misleading, This is because the cost of education can 
vary because of differences in capital construction costs, in the age 
Pyramid of students, in population density, and because of special 
education needs and by the priority attached by provincial or local 
governments to education, The migration of people, particularly 
rural-urban shifts in population, determine to a certain extent the 
need for certain types of expenditures, For example, in 1973 Saskat- 
chewan spent roughly 7.5 and 7.7 percent of the total education budget 
on capital expenditures and transportation. Saskatchewan capital 
expenditures were below the Canadian average of 14.3 percent but 
busing costs in Saskatchewan were higher than the 4.0 percent average 
for Canada. The latter can be defended in light of needed transporta~ 
tion services given the density of cur population, But what about the 
former? Any conclusion based on one year is somewhat risky but in 
general, capital costs are likely to be highest in areas experiencing 
population growth. 

The funding of EGS education through local governments differs in 
the various regions of Canada. During the seventies, although the 
local governments in Saskatchewan have paid a slightly higher propor- 
tion of education cost than the Canadian average, there are other 
regions, such as Ontario, where the local residents support an even 
higher share of the BsS educational cost. 

Elementary and secondary education is cnly part of the total 
education effort in the province. During 1979, for example, $722 


million was expended on education at all levels, of which $498 million 
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was at the elenentary and secondary level. E&S educational costs were 
69 percent of total expenditures. The rapid growth in post-secondary 
education that accurred over the past two decades has been supported 
by the federal and provincial governments. This has implicitly 
shifted the educational expenditures to the higher levels of govern 
ment. If local expenditures are expressed on a total education cost 
basis in 1979, rather than on an E&S educational cost basis, the 
proportion funded by local government declines to 22.8 percent from 
33.0 percent, as shown above, To further complicate the measurenents, 
Saskatchewan has a property improvement grant schene which provided a 
total rebate of $61.5 million to local residents in 1979-80. I£ this 
rebate were designated as an eiucational tax rebate by the province, 
then the local share would be reduced to 14.3 percent of total educa~ 
tion costs. 

‘The issue of determining the changing burden of education costs is 
complicated by substantial disagreement and non-compatibility in the 
statistics from alternative data sources, The sumary has only 
utilized Statistics Canada data sources to this point. However, the 
data from the Saskatchewan School Trustees Association indicates a 
wide discrepancy in the expenditures relative to the levels recorded 
by Statistics Canada (see Table 2.3 in Chapter II). 

The difference in the total expenditures can be partially 
emplained by the federal funding of Indian and Inuit Schools, which 
increased from $12.7 million in 1970, to $39.1 million in 1979, This, 
however, does not explain the difference in total emenditure levels 
of over $70 million in 1975 and over $135 million by 1980. ‘The 


remaining difference is due to factors such as inspection, super~ 
















vision, curriculum, guidance, textbooks, teachers superannuation, 
special education, administration and other factors provided by the 
provinces. The provincial expenditure for Saskatchewan also differs 
from the level of grants received by local school boards by the 
factors Listed above. 

‘The difference between the provincial contribution as measured by 
Statistics Canada and direct payments to school boards were almost $40 
million in 1975 and nearly $58 million in 1979. The property tax 
rebate from the province is also shown in Table 2.3 of Chapter II. 

‘These differences in data bases account for the differing propor- 
tions attributed to various levels of government. Statistics Canada 
uses a larger total cost including Inuit and Indians and provincial 
overhead and administration expenses. ‘The result is that the local 
share is then a smaller proportion of a larger expenditure. Despite 
these differences in the statistical source, both indicate that the 
local share of expenditures is increasing from the level of several 
years ago, 


6.1.3 The Changing Face of Rural Saskatchewan 

‘The predominant industry in rural Saskatchewan is agriculture. It 
is also expected to be the major industry in the foreseeable future, 
although there may emerge small pockets of non-agricultural industrial 
development in some rural districts. The past trends in agriculture— 
increased farm size, reduced farm numbers, recurring problems of cash 
flow and income instability, and rural-urban population shifts—are 
expected to continue over the next decade or even longer. Each of 
these has implications for the funding of education in rural Saskat- 
chewan. 
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Farm cash receipts have increased in Saskatchewan, but the growth 
has been plagued with large year to year variations. The cost of 
production has also increased over time as more purchased inputs—such 
as pesticides, machinery and fertilizer—are being used. As a result 
net farm income has shown sone sharp fluctuations, particularly during 
the 1969 to 1975 period. Depending upon the level of realized net 
farm income, property taxes constitute anywhere between 6 to 34 
percent of realized net farm income, with an average of about 10 
percent, In the period after 1975, these taxes are very similar to 
their level in the 1950's and 1960's. 

How does realized net farm income, and the property tax burden 
translate in terms of ability to pay? ‘There have been sone subtle 
changes in agriculture. Income from farming (net farm income) for 
some individuals constitutes only a small proportion of their total 
income. Based upon 1979 taxfiler data, one may conclude that net farm 
incone for farmers with less than $35,000 gross income accounts for 
only half of their total income. For a smaller farmer, grossing less 
than $7,500, off-farm income contributes over 95 percent of his total 
net income before income tax. Even for the category which has a gross 
farm income over $45,000, net farm income constitutes only 80 percent 
of total income before taxes. Therefore, it does not appear 
reasonable to compare property taxes only with net farm income since 
it would exaggerate the burden of property taxes. 

Secondly, one should also note that the property taxes paid by a 
farmer are out of his before-tax income as against a wage earner (with 
no business interests), who pays property taxes out of his after-tax 


income, Depending upon the type of taxpayer, the same amount ($1,000) 


















of property tax paid translates into varying levels in terms of 


after-tax income, For a farmer, vi 





-a-vis an urban resident, the tax 
burden is reduced to $650, assuming a 35 percent marginal tax bracket. 

Thirdly, property taxes have not kept pace with the inflation in 
the value of property. During 1951, property taxes were about 2 
percent of the value of land and buildings. By the mid-seventies this 
proportion was down to one percent and by 1981 it was about 0.6 
percent. 

‘Thus, although the above discussion illustrates that, in general, 
property taxes have becone a smaller proportion of property values, 
the fluctuations in a producer's ability to pay may be significant, 
particularly when it relates property taxes paid to realized net farm 
income—a crude measure of a farmer's cash flow, It is these fluctua~ 
tions in agricultural returns which make the impact of property tax a 
destabilizing factor on a producer's cash flow—it hits hardest when 
he is in a tight situation. This, plus the fact that a low income 
producer pays the same tax on a section of land as the high incane 
producer, accounts for the regressive nature often attributed to 
property taxes. 

In terms of demography, the most striking change in rural Saskat~ 
chewan is that of a rural-urban shift in population. By 1981, appro- 
ximately 20 percent of the population resided on farms as against 50 
percent during the early fifties. Other changes have also occurred, 
including a declining birth rate and smaller family size. ‘The baby 
boom of the post-war period has already moved through the elementary 
and secondary schools. The changing mix of rural/urban students has 
also meant adjustments in student:teacher ratios, the closure of rural 


schools and new construction in cities. 
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Institutional changes also affect the incidence of education costs 
on Saskatchewan residents. Both the property tax and the income tax 
systens have changed in the past few decades. One of the significant 
changes during this period is the anount of incone tax paid by all 
Canadians. These changes have been brought about by increasing the 
marginal rate of tax for a given level of income. This has also 
contributed to the regressive nature of the property tax, AS a 
farmer's income increases, the same property tax in after tax-income 
decreases. 

‘The systen of property tax rebates reduces, in part, the 
regressive nature of the property tax. A low income farmer with a 
small land base may have a larger portion of his property tax rebated 
than a larger farmer. 

Changes have also been made in various tax regulations, such as 
the treatment of capital cost allowance and the change from Schedule 
XVIE to Schedule XI. Some of these changes, which treated flexible 
assets favorably during the transition period, may have favored grain 
production relative to livestock. when property taxes are a large 
proportion of the total taxes paid, it encourages the producer to use 
land intensively. When income taxes are growing in importance, incone 
tax management becomes an important part of managing a farm and may 
not encourage the intensive use of land. 

Recent changes in the formila used for calculating the grants to 
school boards indicate that provincial expenditures on education are 
being reallocated in favor of those school districts that have a low 
enrollment and long busing distances. The 1982 formula provided $190 


per daily pupil and $90 ver daily kilometer travelled. The 1983 

































formula provided $100 per daily pupil and $115.50 per daily kilometer 
travelled. The effect of this change in the provincial grant forma 
is to give a much larger proportion of increased funding to sparsely 


populated school divisions. 


6.1.4 An Equitable System of Financing Educational Costs 





Ié the education system is to remain accessible to all, it should 
be recognized that there is a public good component in providing 
education. The difficulty arises in determining how the government (s) 
should finance education costs. Generally speaking, the goal of 
equity in taxation is accepted by most. The term ‘equal sacrifice! 
rather than equal payment probably reflects the view of a equitable 
system. Fairness, however, can also be viewed as those who benefit by 
the use of a service should be taxed more heavily. ‘These two criteria 
are often a source of disagreement and are examined in the context of 
the rural educational effort in Saskatchewan. 


‘There are two types of equity: horizontal equity, in which those 





who have similar characteristics should be taxed equally; and, 
vertical equity, in which those with different levels of income and 
wealth should be taxed differently. In the context of education, 
horizontal equity has very little relevance, for it is difficult to 
define taxpayers with equal characteristics. The vertical equity 
principle may therefore be preferred but "equal sacrifice" is a 
ifficult concept to strive for, It is easy to see that a tax of $100 
for a farmer earning a gross income of $7,000 is mich higher than for 
another farmer grossing $70,000 per year. What is not easy to decide 


is at what level of tax the sacrifice would be equal for these two 
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farmers. If the equity principle is pursued to the extrene it my 
remove the incentive to work for individuals in very high marginal tax 
brackets. This could be undesirable for society as well. 

‘The “users pay" or "beneficiary pay" principle is regarded as fair 
by some and in some instances it is easy to administer as well. ‘Those 
who use a public service more should pay more for it. However, the 
system is not equitable, for those who use the service more since they 
may not have the ability to pay. Furthermore, if one takes the bene- 
ficiary-pay principle to the extreme, then it leads to absurdities— 
Liquor tax should only provide benefits to those who drink and sick 
People mist cover all of their own medical costs, Indeed, pure “user 
pay" says there is no need for government at all. A system which 
incorporates a part of the user pay principle however, may be 
effective in curbing inefficiencies and abuse. A free good is 
sometines wasted or destroyed by the beneficiary. 

In considering a beneficiary-pay principle for generating taxes 
for education, one mist address the question of who benefits from 
education. ‘The individual obtaining education benefits from a higher 
stream of income in the future. But benefits to society are also 
generated indirectly— farmers benefit from improved technology which 
is generally produced by people with higher education, Benefits also 
accrue from the production of a variety of consumer goods, an 
adaptable work force, and a system where law and order is respected. 
ALL of these are again linked to education and provide benefits which 


are not captured by the individual. 











6.1.5 Alternative Measures of Ability to Pay 


Various studies in the past have attempted to compare property 


taxes for various rural areas, as well as to compare these with urban 
areas. perhaps in an attempt to demonstrate inequities. An example of 
a misleading comparison occurs in the 1982 S.A.R.M. report on property 
taxes, Table 6 in the S.A.R.M. report indicates that the per capita 
education costs in the RM, of Lomond (No. 37) was $907.90 in 1981. 
‘This is compared with towns and cities in the area which were paying 
less per capita. However, if one looks mpre closely at the source of 
this revenue one finds that only 73.8 percent of the alleged tax levy 
is paid on farm land and grazing lease assessment. The oil and gas, 
wells assessment is $3.6 million of the total R.M. assessment of $5.8 
million, Clearly a more reasonable estimate of the education costs 
paid by farm residents is about $307 per capita, Businesses in towns 
and cities also pay taxes towards education and it is not only urban 
residents that support urban education. Simplistic comparisons often 
are virtually meaningless. 

Per capita comparisons of taxes paid mist assune equal levels of 
wealth to be equitable. Assessment value per capita is a crude 
measure of level of wealth in various communities. These values 
differ significantly among and between RM.'s, LID's, villages, towns, 
or cities. Over time, the growth rates in these values per capita 
have also differed. 

A comparison of these values for two regions may be misleading as 
well. For example, an R.M. with a potash mine would have a much 
higher assessment per capita; a similar case would be for a city ot 
town with some industry. Thus, comparisons of rural and urban per 


capita property assessment is not entirely valid. 
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Keeping the above in mind, six school districts were compared in 
terms of school funding, and ability to pay. Per capita assessments 
in 1981 ranged anywhere between $900 in the Parkland area to $20,000 
in Saskatoon East, Differences in these values reflect special 
economic activity such as a potash mine relative to a fringe area 
agriculture. 

‘The school tax rate is very similar in various regions of the 
province. However, the per capita tax levy shows large variations 
from one school division to an other. For example, R.M. 342 had a per 
capita tax levy of $2,600 while the RM. 493 had a per capita tax of 
below $300. This comparison however does not consider the relative 
needs for other municipal services in various areas, the level of 
service availability, or the ability of various areas to pay. As 
noted above, R.é, 342 had a potash mine and thus, a high assessment 
per capita, The wide differences in tax levy mist not be used in 
isolation, without developing a reasonable perspective, to conclude 
that one R.M. or a group of R.M.'s is paying too much or too little 


education tax relative to another. 


6.2 Conclusions 

‘The arguments over how mich property tax various members of the 
community should pay will undoubtedly continue if our brief history as 
a province is any indication, ‘The system has been evolving as 
residents sought a pragmatic mechanism to provide local services on a 
basis that was acceptable to the community in terms of its equity. 
‘The current system is far more complex than the glaring inequities of 


a flat land tax faced by our forefathers. Nonetheless, positive 











improvements are possible even if they were to simplify the system to 
make it more understandable. 

‘The changes in economic conditions and in other institutions have 
cteated changes which impact upon the equity of the property taxation 
system, Income taxes, the rules for taxing capital gains, the elimi- 
nation of estate and death taxes and others have been alluded to. The 
income of farmers has also increased and off-farm income has become 
much more important. Inflation has been a tax on creditors and a 
subsidy to those holding real goods or property in terms of its income 
reallocation effect. ‘The existence of large industries that generate 
revenues within local boundaries provides a large tax base and might 
have been considered an equity problem by our forefathers. Part of 
this has been alleviated by the sharing of potash revenues with 
surrounding municipalities. As with every change, be it in foundation 
grants, the assessment system or sone other revenue sharing formula, 
there are often both winners and losers after the change. The 
complexity and some of the interrelationships within our taxation 
system have been outlined briefly in this report. The reader has been 
cautioned that it can be very dangerous to jump to conclusions based 
on simplistic arguments and partial information. 

In making comparisons of property taxes paid by various indivi- 
duals or classes of people, this study has shown that simple and naive 
comparisons are misleading. Comparison of tax levies for school 
districts is a very complex topic, and cannot be adequately handled 
within the time and resources available for this study. 

This study indicates that farmers in Saskatchewan may not be 


paying “too much" property taxes for financing elementary and secon 





dary education if measured based on historical levels and changing 
levels of income and wealth, Farmers are currently paying property 
taxes on a land base similar to that of several decades ago to educate 
a mich smaller proportion of the children which are enrolled in 
Saskatchewan schools. 

‘The cost of educating a student in 1975 was estimated at $1,398 in 
Saskatchewan, as against $1,493 for Canada. Furthermore, until the 
mid-1970's more and more of the expenses were being covered by the 
federal and provincial governments, and less and less by local govern 
ments, if total educational costs are considered. In Saskatchewan, 
local governments financed 57 percent of B&S education in 1950, a 
share that has declined until the mid-1970's and is now on the rise. 

This study suggests that there are inequities in our system of 
Property taxes, But then no tax system is devoid of inequities. 
Property taxes are regressive for suall farmers. Our assessment 
system is not perfect, and at times could create distortions fron 
region to region. ‘The present system of assessment fails to take into 
account many of the important factors which influence the value of 
land and may cause more distortions than society is willing to accept. 
History should have taught us that keeping an assessment system 
current when it is based on a formila is a perennial problem. There 
have been three important changes in the rural economy and a farmer's 
ability to pay: one, farmers pay property taxes before paying incone 
tax (ie. it is a deduction). ‘Two, for many farmers, farming is not 
the only source of income. Off-farm incomes are becoming more 
important over time, and particularly for the smaller farmers. Three, 
the system of property tax rebates has dampened the regressiveness of 


property taxes, 



































If the property tax were to be progressive as is the accepted norm 

for many other forms of taxation, increasing levels of assessment 
would be taxed at higher rates. Some. however, would argue that the 
large landholder educating only one child is paying more than his fair 
share already. Furthermore, if one was to argue for more support out 
of other types of tax revenue, this would mean those taxes mst rise, 
and that may be equally unpalatable for sone taxpayers. 

‘The determination of the burden of property tax levies on rural 
residents for education given the income tax rules, foundation grants 
and recognized expenditures, property improvement grants, the recently 
announced rebate of education tax on the hone quarter for farmers, and 
the lack of direct comparibility between rural and urban assessment 
make it an almost impossible task. 

Difficulties were encountered in terms of data gaps due to a 
change in the annual reports which cocurred when Municipal Affairs 
split into Rural Affairs and Urban Affairs. The individuals contacted 
for information were professional, polite and co-operative. However, 
some of the information requested was unavailable, some was being 
computerized and a lot was forwarded in a set of unbound tables. The 
following suggestions are provided as a means to improve data avail 
ability in order for local authorities, researchers and decision 
makers to be better informed and reduce the chances of misinterpre- 
tation: 

(2) publish more comprehensive annual reports in both Rural 

Affairs and Urban Affairs similar to the format of the 1960's 
and early 1970's, 
(2) publish the List of grants received by each school division 


and the formula used in arriving at it, and 
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(3) maintain a list of the recipients of property tax rebates 
classified by R.M., city, town and village in major and 
regional libraries. 

Tt is our view that sone visible inequities plus periodic misin~ 
terpretation of data because of the lack of readily available 
published sources threatens to undermine the confidence which has 
previously existed in the property tax system, There will be 
increasing pressure to have property taxes reduced, particularly when 
economic times are less buoyant than during the 1970's. The farm 
sector will probably experience less buoyant time during the mid-1980s 
than the sector did during the mid-1970's. 

‘There is also a need to recognize some of the areas which mist be 
more fully examined in order to make positive amendments to the 
current system, Some factors are: 

(1) Improve cur understanding of the costs of education per 
child. What are the cost differences in educating rural 
versus urban children? Children in new expanding urban areas 
versus other areas? Who should capture the economies of 
scale in centralizing schools—the commmnities, towns and 
villages which bus their children to larger centers? Or only 
the larger centers who benefit from an expanded set of 
classes available with no long bus rides for their child 
(children)? 

(2) Provide research results prior to making major changes in 
allocation formulas and evaluate the expected impacts (e.g. 
school bus costs in the formula). 


(3) Initiate a comprehensive review of the assessment system in 














Saskatchewan for rural and urban properties. Currently, 
their compatability and comparability is questionable as 
fundamental changes in the tax system (i.e., income taxes) 
have an impact on the rural versus urban tax burden.37 

‘The equity of the rural system of assessment between various 
regions of the province appears to be questionable due to the wide 
range in market values relative to the assessed values (i.e., the 
multiple). ‘The factors used in determining assessment are added up 
very precisely; however, the factors used may have lost mich of their 
relevance and may be quite outdated. Possibly other alternatives to 
assessment might be considered, such as market values for both rural 
and urban properties as a comon base for assessment. These mist now 
be recorded for land titles and income tax and could be indexed using 
some of the current assessment techniques and might ensure a greater 
degree of consistency than currently exists 

A further consideration might be to ask that the education tax 
levy be a deductible expense for income tax purposes so that it would 
be comparable between farmers, urban residents and business. Dona~ 
tions to church, schools and university tuition fees are examples of 
where private costs for education are considered deductible. 

‘Another consideration is the discrepancies which arise on a 
provincial basis due to requests for revisions in local areas when 


reassessment occurs. ‘The R.M. secretary has considerable authority 


37 mhe authors suggested this in a presentation to the SSTA Annual 
Meeting in Novenber, 1983 and are pleased that such a review has been 
announced by the Saskatchewan government in 1984, 
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and the council acts as the local court of revision. Tt may be to the 
advantage of a council to hold assessment low and move the mill rate 
higher in order to maximize the available benefits from provincial 
cost sharing programs. Revisions to the system should seek greater 
congruity within the province. 

In conclusion, no tax system is perfect, but this does not mean 
that all tax systems must therefore be discarded. ‘The challenge is to 
seek improvements to existing systems. A note of caution should be 
given to those seeking the total elimination of education taxes from 
Property. Currently, the local expenditure provides local benefits to 
your children and some local autonomy. It is also, in the case of 
farmers, a contribution paid in “before tax dollars." If it is 
removed, then it mist be funded by other forms of taxation such as 
income taxes, sales taxes or others. These taxes are often from 
“after tax dollars" and often only a very small part of these flow 
back to local regions from the federal and provincial governments. 
Some of the tax room created might also be taken by the municipal 
government for local services. 

There is a need to develop a more comprehensive understanding of 
the links in the funding of rural education, urban education and 
municipal revenue sharing schemes. Until these links are better 
understood and an improved information base is developed, those who 
make the ultimate taxation decision will do so in an information 
vacuum, 

‘The taxation system will evolve whether or not this information is 
available. For the system to be fair and equitable, and therefore, 
sustainable, this informtion base and an understanding of the impor— 


tant Links must be developed. 
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